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The Bank as Farm Credit 
Headquarters 


Sirs: The Oklahoma Banker, official 
magazine of the Oklahoma Bankers Associ- 
ation, has obtained your permission to 
reprint the article, ‘““The Bank as Farm 
Credit Headquarters,” by C. D. Tedrow, 
President, Citizens First National Bank, 
Princeton, Illinois, from your February 
issue. 

As we consider this one of the finest 
articles on this particular subject we have 
ever read, we have prepared a letter which 
we shall send to every bank in Oklahoma 
on the same day the Oklahoma Banker is 
placed in the mails. 

Governor Phillips was attorney for the 
Okemah National Bank for twenty-two 
years and, because of this association, is 
thoroughly familiar with the trials, troubles, 
hopes and successes of the country banker. 
He also looks at the welfare of the state. 
A thousand times he has said, “The 
financial salvation of Oklahoma depends 
on the rehabilitation of agriculture.” 
While voicing this belief, he is unalterably 
opposed to the one-cash-crop system. 

We are pointing out that if our country 
bankers insist upon diversified farming as 
they practice in Illinois, and as our young 
men do, bankers can be of incalculable 
= in restoring prosperity to Okla- 
oma. 


RicHARD R. Law, 
Assistant Bank Commissioner, 
Oklahoma State Banking 
Department, 
Oklahoma City, Oklahoma 


« + 


Example of Profit in 
Country Banking 


Sirs: I have just read “Example of 
Profit in Country Banking,” and express 
my wholehearted agreement with the 
thoughts and methods outlined. 

Our bank has 66 per cent of its total 
deposits out in local loans. We have no 
farm loans. We have, however, operated 
a personal loan department for more than 
four years, and have been financing the 
purchase of automobiles for two and one- 
half years. We have gone out after FHA 
modernization loans and FHA mortgages. 
We have been right at our mortgage- 
loaning limit for the past two years and 
have, therefore, taken only the most 
selected mortgage loans. All mortgages 
taken during the past five years have been 
on an amortized basis and about 98 per 
cent of them have been on small homes. 

During 1938 we decreased our bond 
holdings by approximately $75,000 and 
increased our local loans by approximately 
$70,000. 

We have some 900 different loans in the 
bank. It requires a tremendous amount of 
work to receive payments on them and to 
watch them, but we feel that that is real 
banking. It is more profitable and holds 
far less risk than the “investment trust” 
business in which many banks are now 
engaged. 

Our board of directors consists of five 
men who meet conscientiously every 
Friday and spend an average of three hours 
on bank business at each meeting. They 
are local business men of sound judgment, 
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and are always open for suggestions for 
improving the facilities of the bank. The 
small number of directors and the weekly 
meetings make it easy to keep them well 
informed. 

The population of Central Islip is 
approximately 2,500. We feel that we 
have the confidence and good will of our 
townspeople and we try to give them what 
they need in the line of credit and banking 
facilities. It is our ambition to see the day 
when we can sell our last bond and give 
our full attention to making and collecting 
small local loans. 

The following figures show the trend of 
our business over the past five years: 


1933 1938 
Total Deposits. ......$710,000 $811,434 
Bonds and Securities. . 328,058 241,800 
Total Loans.......... 318,127 536,127 


We have no complaint to make on the 
scarcity of loans. 


GEORGE H. Davison, Cashier, 
The Central Islip National Bank, 
Central Islip, New York 


Sirs: Your article, “Example of Profit 
in Country Banking,” showed a large 
percentage of loans to deposits. Our 
deposits are $161,672. Our loans are 
$152,321. How about this percentage? 
Also, our loans and deposits have doubled 
in the past four years. 

Up to this year we have been operating 
with only two employees, my assistant 
and myself. We have everything the 
larger banks have, and, if not, we will 
soon have it. We have about 450 
people in our village. Our bank has no 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, March 31, 1939 


RESOURCES 


GOVERNMENT OBLIGATIONS, DIRECT 


Loans, Discounts AND BANKERS’ ACCEPTANCES . 


CusToMErsS’ ACCEPTANCE LIABILITY . 


LIABILITIES 


RESERVE FOR TAXES, INTEREST, ETC. . 
LIABILITY AS ENDORSER ON ACCEPTANCES AND ForEIGN BILLS 


United States Government and other securities carried at $104.290,874.83 are pledged to secure 
I 


public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Cor poration 


. $1,229,178,285.66 
. 15,861,281.62 
AND FULLY 
650,330,278.23 
136,986,729.47 
6,016,200.00 
159,629,030.42 
608,609,357.21 
34,177,962.73 
6,785,838.47 
10,629,433.27 
21,742,149.91 
8,324,829.46 





$2,888,271,376.45 








- $100,270,000.00 
100,270,000.00 
33,266,151.32 


$ 233,806,151.32 
16,104,748.04 
2,279,790.34 
2,594,436,940.07 
22,826,549.23 
6,837,144.02 
11,980,053.43 
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real estate other than our bank house. 
H. G. Wriiiamson, Cashier, 
The Spring Valley National Bank, 
Spring Valley, Ohio 
. 7 * 


Wanted: A Short Public 
Relations Play 


Strs: Are you able to tell us where we 
can obtain a short play or sketch, that 
could be acted by amateurs, on public 
relations as between banks and the public, 
or a study in personnel development that 
would bring out the value of teamwork? 
What we would really like to find is a short 
play with a central theme for an audience 
of bank employees. We would prefer a 
play or each to the more widely used type 
of program that is made up of a series of 
separate, dramatized incidents. We should 
like the play to contain an element of 
comedy that would drive home the more 
serious points. 

Any assistance you can furnish will be 
appreciated. 

A BANK OFFICER 

Epiror’s Note: The bank officer making this 
request asks that his name and the name of his bank 
be withheld. Information for him may be addressed to 
The Editor, THe Burroucus C.LeartInac Hovse, 
Detroit, Michigan. Acknowledgment will be made by 
him direct. 

e o . 


Invitation to Portland 


Strs: While plans have not been per- 
fected, we hope to entertain visiting 
bankers who stop here on their way to 
Seattle and the American Bankers Associ- 
ation Convention. We are quite proud of 
our city and extend to every one going 
through this section of the country a 
cordial invitation to give some time to 
Portland. It is most likely that all the 
banks will participate in the program. 

J. J. Garp, Cashier, 
The United States National Bank, 
Portland, Oregon 
+ . + 


The Rightful Author 


Sirs: In the April, 1939, issue of your 
magazine under the section, “In The 
Trend of Banking,” I find a very compli- 
mentary review of my article, “Our 
Servant The Bank.’’ You however stated 
incorrectly that the pamphlet was written 
by a “‘Vice-president William M. Davis.” 

WIiLit1AM M. Dorr, 

Assistant Cashier, 
Citizens Union National Bank, 
Louisville, Kentucky 

Eprtor’s Note: Because of the excellent character 
of this article which was widely distributed among 
customers, schools and banks in pamphlet form, we can 
readily recognize why Mr. Dorr should want to be 
given due credit as author. THe Burroucus CLEAR- 
ING House wishes to correct the error in his name 
and title. 

° > e 


Likes Court Decisions 


Sirs: Although this bank has_ been 
closed for five years, you have graciously 
continued to send your magazine, The 
Burroughs Clearing House, to us. My 
employees and I have read the magazine 
with a great deal of interest and also profit. 
Your reports on recent court decisions have 
been particularly interesting to us. | 
want to express my appreciation for your 
kindness and suggest that since this office 
is going to be closed now, that you remove 
our name from your “subscription list. 

FRANK Gross, Jr., Receiver, 

The First National Bank 
of West Allis, West Allis, Wisconsin 
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In the TREND of BANKING 
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New Travelers’ Check and 
Money Order 


A new travelers’ check and a new money 
order are being made available to all banks 
in the United States whose items are 
collectible at par through the Federal 
Reserve System and whose deposits are 
insured by the Federal Deposit Insurance 
Corporation. 

The outstanding feature of the new 
travelers’ check and money order is that, 
though they are uniform in design for all 
banks, they will carry the names of indi- 
vidual banks issuing them. The travelers’ 
checks in denominations of $10, $20, $50, 
and $100 will be engraved in black against 
a green background, and the money orders 
will carry an orange background. Both 
instruments are engraved by the Security 
Banknote Company. 

Both the new forms are known as 
“Certified Deposit’ instruments. From 
the standpoint of the issuing bank they are 
in the nature of certified checks or negotia- 
ble certificates of deposit. For this reason 
banks issuing the instruments retain the 
principal sums received. Commissions 
collected are likewise retained. 

General acceptance of the instruments 
by the public is based primarily on two 
points: (1) Because of their uniformity, 
even though bearing the names of indi- 
vidual banks, they will be readily rec- 
ognized by banks and other accepting 


0 YOU PROMISE imme 


% 


iT he 


f TRUTH AND NOTE 


none you answer YES or 80 


ea . _ a w “ 
. a en a AMD SANIANG 
Nis Gei ki viIrortpome [BLA BANS 





The Franklin Society’s unique lie detector display stops New Yorkers 


agencies. A widespread publicity program 
is familiarizing these agencies with the 
instruments. (2) Because they represent 

““deposit liabilities’’ of the issuing banks 
they are protected by insurance within 
the regulations of the Federal Deposit 
Insurance Corporation. 

The new plan is built around copyrighted 
legends developed by Secured Negotiable 
Instruments, Inc., 39 Broadway, New York 
City. President of the corporation is 
Daniel D. Denny, Jr., formerly of The 
Federal Reserve Bank of New York and 
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These new travelers’ check and money order forms carry the names and cities of the 


individual banks issuing them. 


The names will be imprinted at the top of the forms 
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Travelers’ Check 


more recently of the Letters of Credit and 
Department of the 
National City Bank of New York. 
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Lie Detector Used to 
Promote Thrift 


Attention of thousands of downtown 
New Yorkers was recently attracted to 
the Broadway window (shown above) of 
The Franklin Society, where a Pathometer 
or “Lie Detector’ was on public exhibition 
for the first time. 

Several graphs showing actual Lie 
Detector tests were included in the display, 
one being that of a murderer who eventu- 
ally confessed his guilt. 

The sensational nature of the exhibit 
was not permitted to steal the spotlight 
away from The Society’s basic message of 
thrift and the promotion of its Systematic 
savings plan, however. Under the head- 
ing, ““Do You Promise to Tell the Truth. 
the Whole Truth and Nothing but the 
Truth?” the question is asked: ‘‘Would 
vou answer Yes or No to these five ques- 
tions if they were asked during a Lie- 
Detector Test?” 

The questions asked were: (1) Do you 
have at least ten more years of earning 
power left? (2) Have you ever owned a 
savings balance over $500? (3) Can you 
afford the down payment (20 per cent) ona 
$5,000 house? (4) Do you worry about 
making ends meet? (5) Are you planning 
to rely on Social Security benefits, exclu- 
sively, to take care of your old age? 

The conclusion was: ‘“‘Whatever your 
answers may be, if you. have 5, 10, 15 
years of earning power left you will 
certainly do nce a favor by finding 
out how you can get $500 . $1,000 . 
$2,000 and more b making regular 
monthly payments of $5. ..$10.. . $20 
in The Society’s Systematic savings plan.” 


¢ ¢ ¢ 


Table of Largest Commercial 
Banks 


The Federal Reserve Bank of New York, 
with deposits of $4,932,483,000, a new 
year-end high, is the largest bank in the 
English-speaking world, according to the 
thirteenth edition of “The Deposit Lia- 
bilities of One Hundred and Fifty Largest 
American, British, Colonial and Dominion 
Banks,” a brochure annually compiled 
and published by California Bank, Los 
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Angeles. Copies are available from the 


bank upon request. 

The Chase National Bank, New York, 
with deposits of $2,234,332,982 is second 
on the list, followed by Midland Bank 
Ltd., London, with deposits of $2,147,702,- 
Ltd., London, with 
Five of the 


131 and Barclays Ban 
deposits of $2,002,924,016. 





THE BURROUGHS CLEARING HOUSE—May, 1939 


first ten largest banks are American and 
five are British. 

The combined total deposits of $57,484,- 
604,686 for all banks in the brochure 
exceeds by 3 per cent the former all-time 
peak of $55,632,733,504 in the 1937 issue, 
by 71 per cent the depression low point of 
$33,523,082,172 in the 1933 issue, and by 











THE BASIC POLICIES of this organization have continued 


as originally established with such moderate changes as have 


been occasioned by the passage of time and the development 


of new external conditions. Essentially, they reflect a concep- 


tion of investment that puts income above increment and 


principal above profit. 


CHICAGO, 201 SO. LA SALLE STREET - 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 
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you to visit this bank. 





THIS SUMMER=— 


Every year the recreational facili- 
ties of New England attract many 
visitors from other sections. This 
year, thousands who attend the 


New York World’s Fair will also 


plan trips to New England. If you 


or your customers come to Boston 


this summer, we cordially invite 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - 


eMember Federal Deposit Insurance Corporation 


BOSTON 
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| Amsterdam, New York, which had 
| without bankin 





35 per cent the pre-depression high of 
$42,707,221,068 in the 1931 booklet. 

The 150 largest commercial banks 
throughout the United States and Great 
Britain have thus recovered not only the 
nine billion dollar shrinkage of deposits 
from 1931 to 1933, but have also gained 
an additional fifteen billion dollars to 
make a total increase of twenty-four billion 
dollars since 1933. 


o ° Sf 


Trust Company Enters 
Factoring Field 


The Trust Company of Georgia, Atlanta, 
Georgia, announces the establishment of a 
commercial factoring department, making 
immediately available to textile mills and 
other industries a form of financing that is 
relatively new to that section of the coun- 
try. It is said to be the first time such a 
service has been made available by a 
Southern banking institution. 

George W. Henderson, who is in charge 
of the department, previously served with 
the Cotton Textile Institute, the Associ- 
ation of Cotton Textile Manufacturers, 
and the American Arbitration Society. 


Sf o 7 


Three Banks Pass Historic 
Milestones 


On April 10, 1839, a small group of 
substantial citizens banded together to 
establish a bank for the community of 

em 
facilities. They wrought 
exceedingly well, for last month, a hundred 
years hence, The Farmers National Bank 
of Amsterdam celebrated the centennial 
of its establishment following a uniformly 
successful century of service. 

While the roots of Eastern banking 
reach far back into the past, Western 
banking is also acquiring the distinction of 
age. Thus the Ladd and Bush Bank in 
Salem, Oregon, passed their seventieth 
birthday this Spring. Commemorating the 
occasion, the bank issued an exceptionally 
interesting booklet which traces the his- 
tory not only of the institution but also 
of Salem and Oregon. One highlight of the 
bank’s open house celebration on the night 
of its anniversary was the fact that the 
date coincided with the ninetieth birthday 
of the bank’s oldest depositor and guest of 
honor, Madison L. Jones. 

Meanwhile the Middle West is also 
represented in the matter of birthdays by 
one of the most publicized banks in the 
country, The First National Bank in 
Pikeville, Kentucky, which recently cele- 
brated its fiftieth anniversary. The innova- 
tions of this institution, such as hymnal 
services, serving of soft drinks to deposi- 
tors, floral decorations, etc., have brought 
it international renown. That the bank 
has also enjoyed steady growth is evidenced 
by the anniversary announcement, which 
listed statements of condition for the past 
five years showing continued progress. 


« o « 


Bank Promotes Wise Family 
Spending 


A natural tie-up between banking and 
thrift promotion was utilized to good 
advantage by the First National Bank in 
Louisville, Kentucky, when it sponsored a 
series of lectures on budget problems. 
Ethel Laney, writer of a syndicated news- 
paper column on home budgets, appeared 
in person at the bank and presented a 
series of twelve lectures to Louisville 
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Bank sponsors series of budget lectures for Louisville housewives 


housewives during the week of April 3. 

Titles of the talks, which were held in 
the bank daily at 9, 11 and 2 o’clock, were 
as follows: Your Credit, Vacation Budget, 
Planning Wardrobes, Advancement Spend- 
ing, Savings, How to Borrow, Children’s 
Allowances, Owning Your Home, Stretch- 
ing the Dollar, Unforeseen Expenses, 
Financial Independence, and Keeping the 
Budget. 

In newspaper advertising and in circu- 
lars, housewives were invited to indicate 
which meetings they would like to attend, 
and free admittance cards were mailed 
them. Posters announcing the lectures 
were displayed in the bank’s nine offices, 
as well as on the bulletin boards of numer- 
ous women’s organizations and _ public 
centers. Walter Distelhorst is in charge of 
the bank’s advertising. 

From women’s clubs, groups came to 
hear the speaker. Some reserved for all 
the talks. Mothers attended with young 
children, and an improvised nursery was 
established by one of the secretaries in an 
adjoining office. 

A special twelve-month budget book with 
the title, ““Consider Your Pocketbook,” was 
given to each woman attending. Many 
requests for copies were received later by 
those unable to be present. The books 
bear the bank’s imprint, and for a year’s 
time will keep the name of bank before 
the budget users. The local paper, in 
Mrs. Laney’s column, called attention to 
the lectures and also printed a feature 
story on the talks with an accompanying 
picture. 

In commenting on the project, President 
Ralph C. Gifford stated: “It is our aim 
to render the community a service by 
emphasizing the wise use of money in the 
family, in these days of extravagant 
expenditures when individuals are being 
urged by example and propaganda to 
make unbusinesslike use of their means.” 
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Oakland Bank Advises, 
‘Consider the Ant”’ 


During the past year, the Central Bank, 
Oakland, California, has repeatedly used 
live displays in its lobby. Each display 
illustrates a point in connection with the 
department of the bank then being fea- 
tured in the other advertising, such as 
newspapers, billboards and _ street car 
cards. Color and movement are used to 
attract the eye and lead to a small card 


which carries a brief message keying the 
display to the bank service and department 
it is desired to promote. 

One of the most recent displays presents 
a colony of big, red ants industriously pur- 
suing their busy ways on the surface and 
along the subterranean channels of a thin 
cross section of fanciful landscape pressed 
between two sheets of glass. The accom- 
panying card quotes from Proverbs 6:6, 
“Go to the ant... consider her ways,” 
with the added admonition, “Be Wise, Be 
Thrifty, Store up for the Winter... Open 
a Savings Account Now!” 











Announcing 
a new service 


POOR’S 


Weekly 
Dividend Record 


with Cumulative 
and Annual Sections 


Developed from Poor’s Daily Dividend 
Record, this new service shows Date of 
Declaration, as well as Ex-Dividend, 
Stock of Record and Payable Dates... 
amount of dividend, payments made 
for current year, amount paid preceding 
year, annual rate, par value, where 
listed, and includes calendars for ten 
days in advance ... presented clearly, in 
easy-to-use form .. . all for $25 a year. 


*““POOR’S SERVICES 
ARE BETTER!” 


POOR’S PUBLISHING COMPANY 
90 Broad Street New York 


























a Bank that enjoys the confidence and good-will of leading 


business interests in the Middle West. 


lowa's Largest Bank, through 63 years of service and 
co-operation with business organizations and individuals, can 
prove of great usefulness to banks and corporations wishing 


to broaden and increase their activities in this territory. 


Let your contact with Des Moines and lowa be through 
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— you are stall growin Poe. 


you should buy insurance 
the “NEW way 


1937 


You've heard the old saying that 

nothing is constant except change. 

This is particularly true in rela- 

tion to the insurance needs of your business. 
Undoubtedly you've “taken out’’ policies 

-against the usual risks. But have those risks 

remained exactly the same? Have your possibili- 


ties of loss grown? Has your protection kept pace? 


And what about the risks your clients and 
customers run? Your fortune is linked with theirs— 
their losses may be your losses ! For your own protec- 


tion, you must see that they are properly insured. 


*This is called: the NEW way because it is new to 
most buyers of insurance. But as a method of fitting 
an insurance program to the buyer's needs, it has 
long been practised by agents of the Hartford. 


1939 


You may save thousands through 
the NEW way of buying insurance. 
A trained insurance man analyzes 
your whole set-up—shows you every way you 
might lose money, and how much—fits your 
insurance to your exact needs today—keeps it 


up-to-date as those needs change. 


To get details on the NEW way, call Western 
Union (in Canada, call Canadian National 
Telegraphs) and ask for the name of the nearest 
Hartford representative. Or get in touch with 


your own insurance broker. 




















Hartford Fire Insurance Company 
Hartford Accident and Indemnity Company 


HARTFORD, CONNECTICUT 
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Volume is highly essential and must be actively sought by promotion such as these advertising pieces 


Small Loan BANKING 


With so many banks considering entry into the small loan business, this 


article laying down principles of sound operation should be widely read 


ITH the rapid increase in small 
loan departments in commercial 


banks, those of us who have 
had these departments for several 
vears find a good many _ inquiries 


coming our way. Bankers from all 
parts of the country are viewing the 
subject’ with interest arising from 
their own need for putting depositors’ 
lunds safely to work. 

Unquestionably there is an oppor- 
tunity to increase bank earnings 
obtained through properly operated 
small loan departments. The oppor- 
tunity for profits has been well pub- 
licized and in fact overemphasized. 


Ey 
rrankly, we wonder whether there 


By EDWARD F. 
LONGINOTTI 


Vice-president, Union Planters National Bank and 
Trust Co., Memphis, Tennessee 


has been enough emphasis on the 
necessily for operating such depart- 


ments properly. Our own experience 
in the early vears was a succession of 
headaches. And we strongly suspect 
that there is an opportunity for other 
bankers to avoid some of these diffi- 
culties if, before they get too far into 
small loaning, they make their own 


plans to sidestep the pitfalls rather 
than tumble in to them and then have 
to climb out on their own power. 

As we have tabulated the principles 
of profitable small loaning for our 
own guidance and for discussion with 
our banker friends who bring up the 
subject, five major considerations de- 
serve keeping in mind. Let us first 
list these, and subsequently undertake 
lo comment upon them in sufficient 
detail to clear them up in the under- 
standing of the banker who has not 
yet met them face to face. They are: 

1. Retail or consumer credit view- 
point, as contrasted with the com- 
mercial credit viewpoint, is essential. 








2. Records must be complete enough 
to permit safe and prompt operations 
from the moment the application is 
received to the time when the final 
payment is collected, but they must 
be efficient enough to hold down 
clerical expense. 

3. Volume cannot be taken for 
granted, and it must be great enough 
to support the increased cost of 
handling installment loans, which is 
necessarily higher than the cost of 
handling commercial discounts. 

4. Sufficient diversification in types 
of consumer credit service is needed 
to maintain volume at a reasonably 
steadyglevel. 

5. Collection methods must be dili- 
gent to avoid excessive losses. 

Of these five principles, the first 
and the third are of such importance 
that overemphasis is impossible. The 
true retail credit viewpoint is the only 
workable approach to small loans. 
And the unavoidable overhead of 
operating a small loan department is 
large enough so that unless the oppor- 
tunity exists for a volume large enough 
to spread this expense across as a 
moderate per-item loading, it would 
from our experience be better never 
to embark on a small loan program. 

What do we mean by the retail 
credit viewpoint, we have been asked 
by a great many visitors come to 
inspect our operation. This cannot be 
glibly answered in a sentence. The 
difference is in some respects obvious, 
in other respects rather subtle. Let’s 
discuss it fully enough to make the 
idea clear. And if we seem impressed 
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with the importance of the point, 
please keep in mind that when we 
started our small loan activity eleven 
years ago the officer in charge was 
taken from the commercial depart- 
ment and light-heartedly assumed 
that he was by his commercial experi- 
ence well qualified to extend small 
credits. The writer was that officer, 
and he soon learned that he was no 
more qualified than a nose-and-throat 
specialist might be qualified to diagnose 
and treat acute abdominal troubles. 
If today he has absorbed the retail 
credit technique it is principally a 
tribute to the patience of the manag- 
ing officers who permitted him to learn 
by a process of trial and error—a 
great deal of error, indeed. 


HERE is the type of difficulty that 

faces the commercial officer who 
starts in on personal loaning. One of 
the first would-be borrowers who came 
to us in response to our early advertise- 
ments was a man who wanted to 
borrow $50. He was in business for 
himself, on about the smallest possible 
scale. He was, in fact, a wood peddler. 
His average earnings were $14 a week. 
He had a wife and six children, and 
had supported them in this precarious 
fashion for years. When that applica- 
tion came in, I shamefacedly admit 
that my impulse was to turn it down 
on the facts disclosed. One of the 
older officers saved us that mistake. 
He said in effect, “You and I can’t 
see how anybody can support a 
family on $14 a week, much less pay 
back $50. But if he has been doing 


it for years and is only $50 behind, 
he deserves more consideration from 
this institution. I’ve never heard of 
him before, but I’m betting he will 
pay—how do you suppose he could 
get two other hard-up fellows to 
endorse his note if he weren’t going 
to pay? That man must have charac- 
ter, whether or not he has ability. I 
wish you would make the loan, and if 
we have to take a loss I still think it 
is worth while.” So we let him have 
the $50. He paid it back. Now the 
older children are grown up and sup- 
porting themselves, the man has a 
woodyard that pays him a good deal 
better than $14 a week, and last week 
we had the privilege of loaning him 
$200 —which is probably the sixth or 
eighth loan he has had with us in the 
interval, every one of these paid for 
with scrupulous promptness. 

For several years, until experiences 
such as this had taught us differently, 
we suffered from an inability to digest 
such facts as these. And therein lies 
one of the pitfalls of a small loan 
department. Too often the temptation 
is to put in charge of it either a super- 
annuated officer or a youngster who 
lacks the understanding of how poor 
folks live and get along. The manag- 
ing head of the department, and as 
many of his helpers as possible, must 
have the retail credit man’s under- 
standing of the kinds of people who 
manage to pay their debts under 
difficulties that to you and me would 
be almost insuperable. He needs the 
retail credit man’s eagerness to extend 
the credit if it possibly can be done, 


One problem of small loan banking is to provide adequate records and still keep down clerical expense 
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It is strongly recommended that men with a retail credit viewpoint interview small loan applicants 


because he needs the volume to keep 
the department overhead down to a 
reasonable per-item cost. Only experi- 
ence can teach anyone to be sure of 
just what debt burden can be sup- 
ported by a man on a given income 
with a given family set-up and a stipu- 
lated load of fixed expenses. And if he 
turns down as much as 10 per cent of 
the applications in an ordinary com- 
munity yielding a good volume, he is 
probably turning down some _ good 
loans. 

Small loans simply cannot stand 
the expense of a senior officer’s time 
for passing on the credits, even though 
we assume that the senior officer is as 
good a judge of such credits as a man 
with specialized experience—and I 
should like to argue this latter point 
some day when we have an hour or 
two to spare. The officer trained in 
commercial loaning is a wholesaler of 
credit, he looks at a few statement 
figures and decides whether the bor- 
rower will be able to pay the note 90 
or 120 days from now. This is a wholly 
different problem from whether a wage- 
earner or small independent business 
man will pay 12 or 24 or 36 monthly 
installments starting in 30 days. If 
[ were given the responsibility for 
launching a small-loans department in 
a bank where I could not personally 
supervise and train the credit man, 
I think I would go out and hire a man 
who had passed on credits for some 
consumer credit organization such as 
an automobile finance company operat- 
ing in the same locality—not the 
fellow who merely looks over the 
paper that comes in from the field, but 
rather the man who has been passing 
the individual credits in the local 


office. Such a man has the closest 
possible approximation of the training 
that is ideally required for running a 
bank’s small loan activities soundly. 


OUR second principle has to do 

with providing adequate records 
and keeping down the clerical expense. 
Here again we went through a lot of 
grief before we developed an operating 
technique that met our requirements. 
Space limitations forbid attempting 
to sketch even the high points of our 
system. While our system is not 
identical with any other system that 
we know of, it is essentially similar to 
the practice of the major finance 
companies with which we are familiar. 
It uses visible index credit records, 
and a credit file in which are pyramided 
credit information from all good avail- 
able sources. We long since learned 
that we cannot afford to wait until 
someone asks for credit before we try 
to obtain credit information about 
him. We keep a record on local people 
whether or not we have ever had con- 
tact with them. Then, when an applica- 
tion comes in, we can go to the file 
and quickly make up our minds on 
facts rather than on hunch. It takes 
sudden service to satisfy a household 
appliance dealer who has an order from 
Mrs. John Jones of 1436 Chictaw 
Street. If we don’t make up an answer 
in a hurry, pretty soon he will find 
someone else who is prompter. In 
our experience, the bank that is 
unwilling to provide facilities for such 
service will be fortunate to get a 
profitable volume. 

A personal loan department requires 
clerical and contact work. It has been 
our experience that it takes about 


fifteen people for the first $1,000,000 
of annual loan volume. The second 
$1,000,000 makes it necessary to add 
six or seven more. The third million 
can be handled with two or three more 
people. Each succeeding million would 
probably take one or two more people, 
unless we should encounter the situ- 
ation of getting lessened efficiency 
through excessive size. 

Bankers who visit us in search of 
ideas look at our clerical organization, 
our office equipment, the space it all 
takes, and are likely to be horrified. 
We find them looking at the battery 
of visible indexes in fire-resistant 
cabinets; then they count up on their 
fingers and say, ““Why, you must have 
$2,500 worth of that equipment alone. 
I think we can do just as well with a 
plain filing box.” Maybe they can. 
We hope they can find a less elaborate 
way to do it—and that they then 
turn around and show us how. Our 
system has been cross-checked and 
tested for excess operations whenever 
we have found opportunity. As it 
stands, it represents the elimination 
of a lot of work and expense. We do 
not known how we could do without 
a bit of it and still operate the depart- 
ment as profitably as today. 

By now it must be apparent why 
we feel that volume must not be 
taken for granted. There is an irre- 
ducible overhead expense in operating 
a small loan department properly. 
and in our opinion trying to go below 
this minimum would simply cost us 
more in the long run. Therefore, we 
doubt the wisdom of undertaking a 
small loan operation in a bank where a 
sufficient volume cannot be expected 

See SMALL LOAN BANKING—Page 26 
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HAT Cian Banks 


Do About Profits ? 


By 
ARTHUR VAN VLISSINGEN 


A NY banker who is hopefully wait- 
A ing for better business conditions 
to improve the earnings of his 
institution might well consider the 
conclusions reported last November al 
llouston by the Economic Policy 
Commission of the American Bankers 
Association. In its summary of com- 
mercial prospects for the immediate 
future, the report reviewed some ol 
the highlights of statistical data on 
bank loans for more than fifty vears 
and declared: 

“One of the most impressive of the 
many innovations in the nature of the 
banking business is that changes in 
veneral business conditions, either for 
better or for worse, do not affect banks 
nearly as much as they used to in the 

. years before the great depression .. . 
The blessings of recovery will largely 
redound to the benefit of those not 
engaged in the business of banking. 
The demand for commercial loans may 
be expected to advance tardily and in 
small degree even if recovery continues 
for a number of months to come, and 
the interest that can be charged on 
such loans is unlikely to advance.” 

This statement has been generally 
accepted as accurate. Col. Leonard 
P. Ayres, who has from time to time 
analyzed the relationship between 
business activity and borrowing needs. 
has shown that between 1915 and 1920 
the commercial loans of banks reached 
a high peak of 21 per cent of the total 
dollar volume of all wholesale and 
retail trade. Then a decline of this 
percentage set in, until by 1929 it was 
down to 16 per cent. The decline 
continued through the depression years. 
seltling around 8 per cent and 9 per 
cent for the most recent years. He 
estimates that “‘perhaps the new 
normal may work out at about 10 per 
cent unless we experience a new and 
important further general increase in 
price levels. The evidence indicates 
that it would be prudent for bankers 
to shape their policies in the expecta- 
tion that for a long time to come the 


Bank operating earnings will continue in 
about these proportions for some time 
to come, Col. Leonard P. Ayres believes 


This second of a series of three articles on the 


vital problem of bank profits discusses what can be 


done to increase revenue from loans and investments, 


the main sources from which bank income is derived 


volume of commercial loans in com- 
mercial banks will be less than half as 
large as it was during the prosperity 
period of the 1920's.” 

Continuing along this line, Col. 
Ayres points out that the operating 
earnings of member banks are now 














AS COL. AYRES SEES 
FUTURE BANK EARNINGS 


derived about 40 per cent from loans, 
about 40 per cent from investments, 
and about 20 per cent from service and 
other charges; it seems unlikely to him 
that these proportions will be greatly 
changed in the near future. 

Yet despite that fact that earnings 


SERVICE AND 
OTHER CHARGES 
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BANK OPERATING EARNINGS, RECOVERIES AND LOSSES 


This bar chart compiled from Federal Reserve Board statistics on member banks shows: (1) The decline in net earnings from 
| operations. (2) The importance of investment recoveries (plus profits on securities sold) in the profit picture of banks during 
10 — recent years. Note that without the recoveries of 1935 and 1936, banks as a whole would have continued to operate at a deficit. 
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The decline in operating earnings shown above has led banks to turn to new types of assets as a source of income 


of United States banks are down, and 
show no likelihood of increasing in 
lotal soon, nevertheless a study of 
profit results attained by individual 
banks indicates that it is possible to 
influence the earnings of a given bank 
by policies and methods even in 
periods of low interest rates and weak 
demand for loans. 


“THERE comes to mind, for example. 

a county seat town where one bank 
has a large proportion of its total 
assets loaned at acceptably high inter- 
est rates, and is making excellent 
profits. Across the street is another 
bank charging the same rates. Its 
oflicers profess an identical desire to 
get their funds out and_ working. 
Credit loss experience of the two banks 
are similar. Yet the second bank has 
only about 25 per cent of its totals in 
loans and discounts; its operations are 
yielding a correspondingly less satis- 
lactory return. Why the difference in 
the lwo showings? 

In an industrial city are two banks 
comparable in size and type of deposits. 
hey have the same proportion of their 
assets loaned, and the same proportion 
Invested at about the same overall 
rate of yield. But the similarity ceases 
at this point. Bank “A” had only 
moderate bond charge-offs even in the 
depths of the depression, and since 
then its bond losses have been few and 
unimportant. Bank “B” has picked 
more than a fair share of bonds which 


subsequently went sour, and would 
have a better record of net profits since 
1933 if its investments had _ been 
exclusively in no-yield Treasury notes. 

The existence of such discrepancies 
in today’s banking picture is a major 
reason for undertaking the study upon 
which this series of articles is based. 
What can individual banks do _ to 
increase their operating earnings and 
net profits? What can they not hope 
to do? It is to bring together some 
of the more significant facts pertaining 
to this problem that this series has 
been compiled. 

Leo T. Crowley, chairman of the 
Federal Deposit Insurance Corpora- 
tion, has been quoted as saying: ““The 
nub of the banker’s problem lies in the 
difficulty of reconciling the need for 
safety and a fair degree of liquidity, 
and the need for profitability. For 
the problem of risky assets, which was 


formerly of paramount importance, 
there has been substituted in most 
cases a problem of earnings .. . This 


sttuation has led banks to turn to new 
types of assets as a source of income.” 

Let us examine this development as 
applied particularly to loans and dis- 
counts. Col. Ayres has raised the 
question of whether ‘a careful cost 
accounting would not show that under 
prevailing conditions the loans of com- 
mercial banks as a whole are resulting 
in a net operating loss with the deficit 
from them being made up by earnings 
from service and other charges and 


investments.” Recently he pointed 
out that in 1938 for the first time in 
our banking history our banks held 
more cash than the totals of their out- 
standing loans of all kinds, yet the 
loaning staff of the typical American 
bank remains at about the same level 
to which it was developed to handle 
the volume of the 1920's. 

With such an ample staff, what can 
a bank’s management do to increase 
its loan and discount revenues? What 
new types of assets are banks turning 
to in their quest for higher earnings? 
There are several lines of approach 
toward this goal of better earnings, 
some of which are practicable for one 
type of bank but not for another. 

The most obvious first approach is 
to cultivate the conventional sources 
of profitable loans. In many institu- 
tions it is being done just as aggres- 
sively as possible, with comparatively 
meager results. This is particularly 
true of big city banks, with their 
sizable groups of new-business solici- 
tors and loaning officers. Candid 
appraisal of the results seems to indi- 
cate that what this has achieved has 
been principally a reduction in interest 
rates. While Bank “A” is landing 
Jones & Company’s business from 
Bank “‘B” at a reduction of 1% per cent 
in the rate, Bank “‘B”’ is getting Smith 
& Brown away from Bank “‘A”’ by the 
same general process. When _ this 
exchange of customers has been 
brought about, each bank has the 
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same volume of business as_ before, 
but a distinctly lower rate of return. 


ANKS in centers surrounding big 

cities are especially vehement about 
this practice. In a number of cities 
the bidding for loans at cut rates 
seems to have fallen into disrepute 
and has been pretty well curbed by 
action of the local bankers. 

The possibilities of building new 
loan business of a conventional type 
among bank customers, and of stimu- 
lating into borrowing position a lot of 
people who have never recognized that 
they were entitled to bank credit, are 
bringing substantial results in a num- 
ber of smaller communities. Such 
developments as agricultural programs 
to help farmers to make profits and 
therefore to expand on bank credit 
have been astonishingly successful dur- 
ing recent years in even hard-hit 
counties. A good many articles in 
this magazine have described such 
methods and outlined the _ results 
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attained by enterprising bankers who 
use them. They seem particularly 
effective when combined with a genu- 
ine interest in the community and with 
the requisite energy to circulate among 
the folks who might develop into 
desirable borrowers. Half a dozen 
banks come to mind where the officers 
make a habit of getting out into the 
country a few hours a day or a couple 
of days a week, merely circulating 
among the farmers and talking over 
their individual problems. Country 
bankers are notably wary of asking for 
loans, for obvious reasons. But they 
have found that by keeping in active 
circulation among people who might 
profit by borrowing they greatly in- 
crease their volumes of loan applica- 
tions, and thereby the prosperity of 
their communities. 

Some city banks are considering 
what seems a good source of new loan 
revenue in amortized term loans or 
term credits. Recent changes in bank 
examination procedure have favored 
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GROWTH OF SMALL LOANS IN BANKS 


The two charts below indicate the rapid expansion of personal loan departments in 
The figures through 1936 are based on findings of a survey conducted by 
the Russell Sage Foundation, while the dotted lines for the past two years 
represent broad estimates as no definite statistics are available. 
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Small loans constitute one of the main new sources of bank income 


this type of credit, and there is a 
definite swing toward it. Thus quite 
a few of the larger banks have adopted 
a policy of setting aside a certain small 
percentage of their assets to be 
invested in these capital loans. The 
subject is too broad for comprehensive 
discussion here; it is enough to point 
out that adequate information is avail- 
able in a number of places. Best 
known treatment is the booklet ‘““Term 
Loans by Commercial Banks,” which 
was prepared under the direction o! 
the Committee on Banking Practice 
of the Association of Reserve City 
Bankers and published late in 1938. 
It has been recommended for reading 
by Chairman Eccles of the Federal 
Reserve Board and by Chairman Leo 
T. Crowley of the FDIC. The 
experience of the Society for Savings 
in Cleveland has been published in 
this magazine,* and two major ad- 
dresses at the Houston convention of 
the A. B. A. dealt with the opportuni- 
ties for increasing bank earnings by 
making this class of loan.** Chairman 
Jesse Jones of the RFC and Chairman 
Eccles have both recommended this 
type of loan to banks, and have 
emphasized that unless banks meet 
this type of intermediate credit need, 
Congress may enact legislation setting 
up government agencies for the pur- 
pose. The usual comment by bankers 
who have entered this field is that 
investigation of the applicant should 
be that of the investment banker 
rather than that of the commercial 
banker. The Reserve City booklet 
points out that foreign experiences in 
this field emphasize the need for pro- 
ceeding cautiously and with a full 
realization of the dangers that must 
be avoided. Other authorities have 
pointed out that intermediate term 
credits are in many instances entirely 
new loan business, to this extent 
actually increasing the amount of 
money being used by industry. 

Also for longer term investment of 
surplus funds, many banks have 
turned to mortgage loans, the volume 
of which has been stimulated by the 
current boom in building construction 
particularly in the small homes field. 
As stated in the study of ““The Earning 
Power of Banks,” just compieted by 
the Research Council of the A. B. A., 
“The development of facilities for 
scientific appraisals and the application 
of systematic amortization plans for 
first mortgages secured by real estate 
have brought large volumes of this 
class of loans within the scope of sound 
operations by commercial banks.” 


*Maxine CapitaL Loans, 
House, July, 1938. 

**InreRMEDIATE CreDIT FoR Inpustry, by E. N. 
Dekker, Assistant Vice-president, The National City 
Bank of Cleveland. 

Avomentinc Bank Earninos, by H. H. Griswold, 
President of the First National Bank and Trust Company 
of Elmira, New York. 


See WHAT ABOUT PROFITS ?—Page 27 
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By HENRY D. RALPH, Washington Correspondent 


Asks Study of Powers 
Over Money 


A broad Congressional study of 
monetary measures and objectives has 
been recommended by the Board of 
Governors of the Federal Reserve 
System, as a prerequisite to action on 
any of the many pending bills designed 
to regulate prices and business activity 
by means of currency reforms. 

Instead of considering these bills 
piecemeal the board feels it would be 
advisable for Congress to make a 
thorough study of money and credit. 

While not advancing any specific 
proposals of its own, the _ board 
declared that the nation’s supply of 
money is now greater than at any 
previous time, that economic difficul- 
ties lie not in the scarcity but in the 
inadequate use of the existing supply, 
and declared that stability in produc- 
tion and employment is a more satis- 
factory objective than price stability 
alone. The statement also referred to 
the last annual report of the board in 
which reference was made to the fact 
that regulation of banking is divided 
among several agencies, and declared 
that while the Federal Reserve System 
was intended to have responsibility for 
regulating the supply and cost of 
money, including currency and bank 
deposits, the powers over money 
possessed by the Treasury now out- 
weigh those of the system. 

While revision of bank regulatory 
legislation as such was not mentioned 
by the board, the subject would un- 
doubtedly be reached in any Con- 
gressional study of money and credit. 
Such an investigation might open the 
way for a general revision of bank 
laws such as was accomplished by the 
Banking Act of 1935. 

Proposals for inflation, monetary 
Price control, the commodity dollar, a 
monetary authority, and other more 
or less “unorthodox” currency pro- 
Posals have not been so prominent in 
recent years. Nevertheless, a con- 
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Chairman, Board of Governors, Federal Reserve System 


. The Board would welcome a study of the factors that obstruct the flow of money 


siderable number of such bills are on 
file in both the House and the Senate, 
and some of them have been receiving 
a good deal of attention. As an 
example, the Senate committee on 
agriculture and forestry recently re- 
ported out a bill introduced jointly by 
Senators Elmer Thomas of Oklahoma 
and Pat McCarran of Nevada which 
would make it the duty of the Federal 
Reserve Board to maintain the whole- 
sale commodity price index at 100, to 
reduce the gold content of the dollar, 
and to require the issuance of addi- 
tional currency against gold and silver 
reserves. 

In its statement suggesting Congres- 
sional study of the subject of money 
and credit, the board of governors of 
the Federal Reserve System declared: 


“The board would welcome a _ re- 
examination of its own conclusions 
and a study of the factors that 
obstruct the flow of money through 
the channels of investment, produc- 
tion, and distribution.” For the com- 
plete report see appendix on page 36. 


* e ° 


Reorganization of Banking 
Agencies 


Consolidation of some of the func- 
tions of Federal agencies dealing with 
banking now appears likely under 
legislation giving reorganization au- 
thority to the President. 

The final reorganization act exempts 
from its provisions a number of 
agencies, including the Federal Reserve 
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System and the Federal Deposit In- 
surance Corporation, but it does 
not exempt the office of the Comp- 
troller of the Currency, the Federal 
Housing Administration, or the Federal 
Ilome Loan Bank Board. Agencies 
not specifically exempted may _ be 
abolished, merged with other agencies, 


or divided among several existing 
agencies. No reorganization order, 


however, may take effect until sixty 
days after it has been presented to 
Congress, during which period Con- 
yress may veto the plan by concurrent 
action of both houses. 

Since the President’s reorganization 
power expires in January, 1941, it is 
expected that a number of consolida- 
lions may be made next spring and 


some may be proposed before the 
adjournment of the present session 
of Congress. Consolidation of the 
FHA and the FHLBB has been 
prominently mentioned as a _ logical 


move in discussions of reorganization, 
although the proposal has not been 
enthusiastically received by officials 
of the two agencies. While the Presi- 
dent cannot disturb the functions ol 
the FDIC or the Federal Reserve 
Board, he could transfer the office ot 
the Comptroller to either of these 
agencies. 

A separate move toward bank 
agency consolidation was started by 
Senator Prentiss Brown of Michigan 
immediately after passage of the 
general reorganization bill. He = is 
sponsoring a bill to abolish the office 
of Comptroller of the Currency and 
to transfer its powers to the FDIC 
along with the bank examination 
powers of the Federal Reserve System. 
This would make the FDIC the sole 
Federal agency chartering and exam- 
ining banks. It would be directed to 
work with state bank examining 
agencies and to accept state examina- 
tions if made in accordance with 
FDIC regulations. Senator Brown, a 
former banker and a member of the 
Senate committee on banking and 
currency, stated that his bill will not 
conflict with the general reorganiza- 
tion plan but is necessary because ol 
the exemption of banking 
from the President’s powers. 

‘“*At the present time, FDIC is the 
only all-inclusive banking agency ol 
the Federal Government,” he declared. 
“It is concerned with national banks. 
member banks of the Federal Reserve 
System and state non-member banks 
of the Federal Reserve System. Its 
principal function is to guarantee 
deposits in all of these banks. This 
necessarily requires examination by te 
corporation andsupervision of all banks. 

“The Comptroller’s office has had 
the longest experience, it has the 
largest personnel, and probably is the 
best equipped agency to handle ex 
aminations. 


agencies 
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. . . discuss liberalization of the wage-hour law 


“Therefore, the bill attempts to 
hold its personnel intact and transfer 
it to the FDIC, making it the founda- 
lion upon which will be built a unified 
examining agency which will at once 
eliminate duplications of organization 
and in time result in reduction of per- 
sonnel and should result immediately 
in considerable reduction of expense.” 


* ° 


Revision Likely of 
Wage-Hour Law 


Legislation now seems likely to 
exempt certain office employees and 
other “‘white-collar workers” from the 
operation of the wage and hour law. 

The labor committees of both House 
and Senate have now agreed to sponsor 
legislation liberalizing the wage-hour 
law in several respects, and the move 
has been endorsed by Elmer F. 
Andrews, head of the Wage and Hour 
Division of the Department of Labor. 
One of the provisions of the bill would 
exempt from the hours provision of 
the law any employee emploved on a 
monthly basis at a guaranteed monthly 
salary of $200 or more. This would 
mean that regular employees in this 
wage bracket could be emploved for 
more than forty-four hours per week 
without being paid lime and one-hall 
for overtime. Administrator Andrews 
has suggested that this figure might 
be set at $250 per month, bul some 
members of Congress have suggested 
making the exemption even broader. 
A bill introduced by Senator John E. 
Miller of Arkansas would exempt from 


the law “any clerical employees, such 
as bookkeepers. stenographers, pay 
roll clerks, auditors, cost accountants, 
purchasing agents, statisticians, or 
other office help regularly employed 
on a straight salary basis and who 
receive annual vacations with pay.” 

In the meantime a definite opinion 
that “it would seem advisable’ to 
consider all employees of banks sub- 
ject to the wage and hour law has 
been given by Administrator Andrews. 
On the advice of the general counse! 
of the Wage and Hour Division, 
Calvert Magruder, Mr. Andrews held 
that most bank employees are engaged 
in interstate commerce and therefore 
are subject to the act. 


o 


Amendment of The 
National Housing Act 


Continuation for another two years 
of Title I of the National Housing 
Act, to July 1, 1941, now seems assured 
since sentiment in Congress has over- 
ridden objections of the FHA. The 
bill provides, however, for an insurance 
premium on modernization loans ol 
between one-half and 1 percent. As it 
operated in the past, the Title | 
guarantee was a government gratuity 
and cost the banks nothing. Other 
changes limit Title I loans to a maxi- 
mum of $2,500 and to a maturity ol 
three vears. 

The omnibus amendment to the 
housing legislation, which at present 
writing is well advanced on the Con- 
gressional schedule, makes a number 
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of important changes in other titles 
of the act. The total amount of home 
mortgage insurance which may be 
written, now fixed at $3,000,000,000, 
may be raised by the President to 
$4,000,000,000. The Federal Housing 
Administration may continue until 
July 1, 1941, to write insurance on 
mortgages covering existing structures 
but with certain restrictions against 
“raiding” portfolios of lending insti- 
tutions. Both these provisions were 
opposed by building and loan associ- 
ations and the final provisions appear 
to be a compromise between their 
views and the desires of the FHA. 

The relatively new provision for 
4) per cent, twenty-five-year mort- 
gages on small, newly-constructed, 
owner-occupied houses has been so 
popular that the bill repeals the 
present July 1, 1939, expiration date 
of this section, making it a permanent 
feature. Other provisions make a 
number of more or less_ technical 
changes in the language of the law. 


e e e 





Revising the Home Loan 
Bank Law 


Revision of the laws administered 
by the Federal Home Loan Bank 
Board to make the home loan bank 
system more flexible is provided in 
legislation before the banking and 
currency committees of both House 
and Senate. 

Under the present law, savings and 
loan associations and other members 
of the Home Loan Bank system may 
invest a portion of their funds in 
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- would unify Federal bank examination 
under the F.D.1. C. 
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. will study the financing problem of 
small business 


FHA insured mortgages on residences 
for more than four families, but they 
can not use these mortgages as col- 
lateral for advances from the Home 
Loan banks, although Home Loan 
banks may make loans to non-members 
on this collateral. The bill would 
remove this discrimination by _per- 
mitting member institutions to obtain 
advances up to one-half of the unpaid 
balance of the mortgage or 40 per 
cent of the value of the property. 
The board would also have power to 
authorize Federal Savings and Loan 
Associations in the larger cities, where 
greater demand for apartment houses 
exists, to exceed the present limitation 
on the percentage of funds which may 


be invested in mortgages on = such 
property. 

Hlome Loan banks would also be 
authorized to accept as_ collateral 
mortgages with maturities up to 
twenty-five years or in excess of 
$20,000. At present they are limited 


to maturities of twenty years, although 
the FIIA is now insuring mortgages 
with twenty-five-year maturities on 
small houses, and Home Loan Bank 
members may make loans of a maturity 
and principal greater than are per- 
mitted as collateral. Debentures issued 
by the banks and by the Federal Sav- 
ings and Loan Insurance Corporation 
would also be eligible collateral. 

An important provision would per- 
mit the Secretary of the Treasury, in 
his discretion, to purchase debentures 
issued by the FHL banks or the Insur- 
ance Corporation. ‘This would assure 
liquidity of the system in times of 
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financial emergency when working 
funds might not be readily available 
through sale of debentures to the 
public. Similar authority exists in the 
case of the Farm Credit Administra- 
tion. 

Several important changes are pro- 
vided in the insurance system. The 
name of the corporation is changed 
from the Federal Savings and Loan 
Insurance Corporation to the Federal 
Savings Insurance Corporation. The 
present name is declared to be un- 
wieldy and not descriptive since it 
insures savings only and not loans. 
Savings banks which are eligible for 
membership in the FHL Bank system 
could come under the insurance fund 
in the same manner as savings and 
loan associations. The most important 
provision reduces the present insur- 
ance premium of one-eighth of 1 per 
cent to one-twelfth of 1 per cent retain- 
ing the provision that an additional 
assessment of the same amount may 
be made in any one year if necessary. 
This would make the premium rate 
the same as that now charged by the 
Federal Deposit Insurance Corporation 
on commercial bank deposits and is 
designed to bring additional institu- 
tions into the insurance system. The 
board states that the present rate is 
unduly high and the lower premium 
will be sufficient to cover all antici- 
pated losses and expenses 

Miscellaneous amendments give the 
board the right to sue through its 
own attorneys in cases not of sufficient 
importance to be handled by the 
Department of Justice; require annual 
instead of semi-annual examinations 
of member institutions; permit a 
Federal S&L association to reconvert 
to a state charter; prohibit a state- 
chartered association from obtaining 
a Federal charter in violation of state 
law; tighten the criminal provisions 
relating to examiners and member 
institutions; and make a number of 
minor technical changes in the various 
laws comprising the Home Loan Bank 
System. 

« e e 


Credit Needs of Small 
Business 


Action to end the long-standing 
controversy over the credit needs of 
small business enterprises is being 
taken by the Securities and Exchange 
Commission which is conducting a 
nationwide fact finding study of the 
needs of small and intermediate size 
businesses for new capital financing. 
The study is being made as a part of 
the SEC’s work for the Temporary 
National Economic Committee and 
is being dovetailed with a parallel 
study being made by the United States 
Junior Chamber of Commerce. 

See WASHINGTON VIEWPOINT—Page 35 
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boost Box Rentals 


NLESS your bank is running 
i | ahead of the national average, 

you have only 40 per cent of 
your safe deposit boxes rented at the 
present time. However close those 
figures may come to your own experi- 
ence, the chances are that if you 
multiply the number of vacant boxes 
you have by their rental figure, you 
will find that a very desirable revenue 
is being lost through their idleness. 
Having reached this point, consider for 
a minute that there are more people 
in this country who need deposit boxes 
than there are boxes, so don’t blame 
a saturated market for the low per- 
centage of rentals. If anything is 
wrong, it is poor salesmanship on the 
part of banks generally. 

Records show there are approxi- 
mately 14,000,000 home owners in this 
country who have deeds, insurance 
policies covering both real and per- 
sonal property, and presumably other 
papers and articles of value which 
should be kept in safe deposit boxes, 
yet there are not more than 11,000,000 
safe deposit boxes in the entire United 
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A Samp inc PLAN (0 


By 
GORDON D. CATES 


Account Executive, McCann-Erickson, Inc. 
Cleveland, Ohio 


A timely idea for the vacation season, whereby banks 


would offer the use of safe deposit facilities free to 


customers for storage of valuables while they are away 


from home ...as a move to sell non-boxholders on 


the desirability and convenience of vault protection 


States. There aren’t even enough 
boxes for this one group alone, and, 
while people who own their own homes 
are good prospects, they are not the 
only ones. For instance, there are 
64,000,000 people in the United States 
whose lives are insured, and a survey 
by one of the nation’s largest advertis- 
ing agencies showed that safe deposit 





11,000,000 


SAFE DEPOSIT BOXES 


in the United States 














40% 


RENTED 


(Estimated Income, $17,600,000) 
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boxes are used for the safekeeping of 
insurance policies more than for any 
other purpose. 

Even though we be conservative 
and limit our definition of prospects to 
include only the 14,000,000 home 
owners, still the score looks bad for 
bank salesmanship. According to the 
most reliable estimates available, only 





It is estimated that more than six million deposit boxes are unrented; their rental would be mainly clear profit to banks 
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about 40 per cent or 4,400,000 boxes 
of the national 11,000,000 total are 
rented today. Only 31.4 per cent of 
the 14,000,000 who must certainly be 
considered prospects have been sold 
so far. At an average estimated 
rental of $4 the 6,600,000 vacant boxes 
represent a potential immediate oppor- 
tunity for $26,400,000 additional reve- 
nue annually. This $26,400,000 is 
virtually sheer, clear, net profit, since 
the banks and safe deposit companies 
already have their vaults and certain 
fixed overhead, and very little in- 
creased overhead would be entailed 
by this additional revenue. 


About the potential profit oppor- 

tunity of this market there can be 
no doubt, save to a confirmed defeatist, 
but winning that market is not so 
easy, as many bank advertisers will 
testify. Yet there is a selling method 
for reaching the “‘indifferent $26,400,- 
000 market” that has worked miracles 
time after time in countless other 
fields of selling, but so far has not 
even been tried by banks generally. 
Why not a “sampling campaign” to 
sell deposit boxes, timed at the vaca- 
tion season when it would have 
especial appeal? 

There are good reasons why this 
particular kind of campaign is needed 
to build safe deposit business beyond 
its present volume. A comprehensive 
field survey, made by McCann-Erick- 
son, Inc., under the direction of Dr. L. 
D. H. Weld, revealed that 90 per cent of 
people interviewed in the $10,000 and 
above income class already rent boxes. 
So whatever selling effort is made must 
be directed to the medium and lower 
income groups if it is to succeed. That 
vast group of people who have never 
had a safe deposit box in their lives 
must be appealed to, and a strong 
measure taken to blast them loose 
from their present habits and to con- 
vince them of the need for safe deposit 
protection. That they have papers 
and other valuables which they realize 
they must protect, is revealed in the 
above survey by the large number of 
people who were found to be using 
strong boxes, company safes and other 
substitute methods. 

Why shouldn’t banks capitalize on 
this dormant desire for protection, and 
break down the barrier of bashfulness 
among less opulent customers, by 
inviting clients and depositors who 
are not now boxholders to come in 
and make use of a safe deposit box free 
during their vacations —a time when 
valuables left in the home are subjected 
to particular danger from both fire and 
theft. A particularly strong mail 
solicitation could be built around this 
idea, and the entire cost of the plan 
need not run high. Of course there is 
some expense involved in checking 
these transients in and out of the 
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SUGGSSTED LETTER FOR SAFE DEPOSIT 
SAMPLING CAMPAIGN 





Dear Mr. 


summer. 


boxes available. 


into the return mail. 
tion for you. 





You are cordially invited to use a free service that 
we are offering to a limited number of our patrons this 


It's dangerous, as you know, to keep stocks, bonds, 
mortgages, deeds, insurance policies, jewelry end other 
valuables unprotected in the home at any time. But the 
risk is particularly great when you are absent from the 
home for a considerable time, such as your vacation period. 
Professional housebreakers seek out vacation-vacated homes 
as easy prey. The danger from fire and other hazards is 
also increased by your absence. 


This summer, you can eliminate all worry about your 
valuables during your vacation -- absolutely free. We still 
have a limited number of Safe Deposit boxes vacant. As long 
as they last, our good customers are invited to use them 
free of charge for the duration of their vacation -- be it 
two weeks or two months. There will be no obligation. This 
free offer is simply to show our appreciation of the pleas- 
ant relations we have enjoyed with you. 


Our only limitation is that imposed by the number of 


In fairness to all, the boxes will be as- 
signed "first come first served." 


We suggest, therefore, that you make your reservation 
not later than the next few days. Even though you are not 
leaving until late summer, make your reservation now. 


If you would find it more convenient than stopping in 


at the bank, just phone me now or drop the attached card 
I will be glad to make your reserva- 


Yours very truly, 


(Signed) 
Safe Deposit Department 





Proposed letter inviting bank depositors and clients who are not boxholders 
to make use of a safe deposit box free during their vacations 


vault, although in the case of one 
bank it was found that when 10 out 
of every 100 transients became perma- 
nent box holders, the operation was in 
the black ink. 


THs sampling plan helps to break 

down the idea that safe deposit boxes 
are presumptuous for all but the very 
wealthy, and helps to overcome the 
awed hesitancy of the lower income 
groups. It gets the prospect into the 
vault where he will of his own accord 
become imbued with a respect and 
desire for such protection. The offer 
is moreover a friendly gesture on the 
bank’s part, and is valuable from the 
public relations angle at a time when 
banks aren’t able to pay as favorable 
rates on deposits as formerly. 

There are objections that can be 
raised against almost any marketing 
campaign, this one included. Some 


banks are unused to the idea of offering 
“specials” on their merchandise, and 
wonder how those who are already 
boxholders will regard this free offer. 
The answer is, they will regard this 
move just about as they regard special 
merchandising events in any line of 
business. Department stores, car 
dealers —merchants in all lines of busi- 
ness—have educated the public to 
accept special introductory offers as a 
legitimate selling device, as it most 
certainly is. In cases where numerous 
banks in a community are interested 
in keeping safe deposit competition on 
an equal price basis, there is no reason 
why all of them could not simultane- 
ously profit by following a plan such 
as this in an effort to correct one of 
banking’s common problems. 
Although many of the vaults are 
earning profits today, most of them 
See SAFE DEPOSIT PLAN—Page 40 
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BANKING Offices 


at the World's Kars 


NCE again America turns to the 
O World’s Fair for a panoramic 
view of the arts and sciences, as 
well as a colorful source of entertain- 
ment. But this year instead of a single 
exposition, there are two, one on the 
Atlantic and the other on the Pacific. 
The two fairs have very little in 
common. At San Francisco, the 
Golden Gate International Exposition 
has been built on an island gouged up 
by dredges from the bottom of the 
Bay. At New York City, the World’s 
Fair has been built on a reclaimed 
swamp. 

But the differences do not stop here. 
New York is presenting the “‘world o! 
tomorrow,” a kind of H. G. Wells’ con- 
cept of what civilization will do to us, 
and for us, and our cities in the course 
of the next hundred years or so. San 
Francisco, on the other hand, makes 
no such claim of looking into the 
future, but nevertheless offers a wealth 
of attractions in its gay Treasure 
Island setting which might almost 
have been transported from the Lost 
Horizon City of Shangri-La. 

So, if this year you elect a vacation 
at the World’s Fair, you will really 
need to take two vacations so as to 
visit both San Francisco and New 
York. If you do, you will find top- 


By 
JOHN FARNHAM 


Whether you go to New York’s “World of Tomorrow’ or 


gay Treasure Island in San Francisco, you will find 


streamlined banking offices that provide the unusual 


in facilities, services and interesting features to make 


your visit all the more 


notch banking offices on the Fair sites 
of both cities. 

To take San Francisco first, the 
Bank of America’s interesting Treasure 
Island branch is a fully equipped and 
staffed modern bank building which is 
likely to serve as a model for Western 
bank construction for some time to 
come. The interior of this ““Treasure 
House” is streamlined in its appoint- 
ments and makes highly effective use 
of color both in furnishings and decora- 
tions. Thus the main banking lobby 
is finished in old rose and gold, with 
blue counter fixtures and wainscoting, 
and linoleum in a warm contrasting 


SAN FRANCISCO—Picturesque crowd in the flag-bedecked Court of Seven Seas at the Golden Gate International Exposition 


pleasant and enjoyable 


brown. The steamlined effect of the 
cages was made possible through the 
use of one-eighth-inch rubber com- 
position over curved forms. 

The two side walls of the lobby are 
decorated with huge murals depicting. 
symbolically, the growth and develop- 
ment of California. The room is 
scientifically lighted from above by 
skylights and glowing tubes. 

In addition to the main banking 
room, the building also contains a 
lounge and rest rooms, to which 
everyone is welcome. The lounge is 
decorated in another striking color 
combination of blue walls, lavender 
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ceiling and silver borders. The building 
is completely air conditioned and is 
built without windows, which makes 
possible some unusual exterior deco- 
rations. 


GIANT map of California, which 
*““ through an ingenious system of 
lights shows the location of Bank of 
America branches, is the central theme 
for the front elevation of the building. 
Each branch is spotted on the map by 
a ruby electric light. Animation is 


given the map as lights glow first at 
San Fraucisco and Los Angeles, then 
circle outward 


until the entire State 

















Bank of America’s branch on Treasure Island is described as a preview of the banks of tomorrow 


and the nearly 500 Bank of America 
branches are covered. 

At the right of the map is a stained 
glass seal of the bank, set in a huge 
sunburst. Concealed moving lights 
throw the seal into silhouette and 
provide the effect of moving rays of 
the sun. 

On the side and rear exterior walls 
are decorative panels imposed upon a 
background of light green stucco. At 
night the building is a thing of glowing 
color, enhanced by the play of blue, 
rose and green neon lights. 

One important activity of 
Treasure Island branch is its 


the 
coin- 


counting service for the Fair manage- 
ment and concessionaires. Depending 
on the attractions of the day this 
means that the bank gets Fair deposits 
ranging from $25,000 to $150,000. 
Most of this is in silver, for San 
Francisco is in the land of the silver 
dollar. Thus the bank employs a 
staff of thirty-five, working over a 
twenty-four-hour day, and six coin 
counters and wrappers to handle the 
currency and silver churning around 
the Fair Island. In terms of weight 
alone this is rather staggering. On a 
poor day the bank will handle three- 
quarters of a ton of silver; on a good 


NEW YORK—View of the New York World’s Fair, showing some of the exhibit halls and the trylon’s deep shadow 
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Partial view of Morris Plan Bank’s office at the New York Fair, taken when it was about 70 per cent completed 


day il may handle as much as five tons. 

The word “modern,” denoting as it 
does merely “up-to-the-minute,” is 
probably too old-fashioned a term to 
be used in describing the World’s 
lair in New York, which literally 
provides a peek at the civilization 
ol the future. Strictly in keeping 
with such surroundings are the bank 
branches which have been established 
at the Fair by Manufacturers Trust 
Company and the Morris Plan Bank 
of New York. 

Preceding the opening of the Fair 
by about a month, Manufacturers 
Trust Company formally opened its 


World’s Fair office on April 1. It is 
in the Consumers Building which 
fronts on Constitution Mall and is 
located in the very heart of the Fair, 
being only a few steps away from the 
familiar perisphere and trylon theme 
center. 


N addition to supplying customary 
banking services, the World’s Fair 
office of Manufacturers Trust Com- 
pany has special facilities for letters of 
credit, traveler's checks, hotel accom- 
modations, travel services and general 
information. It serves as a banking 
depository for the Fair management 


as well as for exhibitors and conces- 
sionaires. Manufacturers Safe Deposit 
Company maintains an office on the 
same premises, providing vault and 
storage facilities twenty-four hours a 
day to exhibitors and Fair visitors. 
Architecturally this banking office is 
in complete harmony with the sur- 
rounding buildings. The main bank- 
ing floor is circular in shape, measuring 
sixty feet in diameter. The walls ol 
the interior are predominately pure 
white, with a green floor, aquamarine 
ceiling, and draperies harmonizing 
with these colors. All lighting is 
See WORLD’S FAIR BANKS—Page 38 
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LEWIS E. PIERSON, HARRY E. WARD... One of the outstanding 
figures in American banking, Lewis E. Pierson, has resigned as chairman of the 
board of Irving Trust Company, New York City. The board in accepting his 
resignation abolished the office of chairman and created that of honorary chair- 
man, to which Mr. Pierson was elected. He also remains as a director of the 
bank. In 1904, Mr. Pierson was elected president of the New York National 
Exchange Bank, parent institution of the Irving Trust Company, and in 1916 
he became chairman of the board. He was president of the American Bankers 


Association in 1909-1910, and has held a great many other public and private 
offices. 


Harry E. Ward, who has been president of the Irving Trust Company since 
1919, assumes the additional duties formerly delegated to the board chairman. 
He entered the employ of the New York National Exchange Bank in 1901, and 


before becoming president served successively as assistant cashier, cashier 
and vice-president. 


WILLIAM H. THOMSON, ARCH W. ANDERSON ... Recent 
important changes in the Pacific Coast banking picture have resulted in the 
accession of new presidents at the helm of two leading California institutions. 


William H. Thomson, since 1929 executive vice-president of California 
Bank in Los Angeles, has been elected president of the Anglo California National nine, Gubieaee 
Bank, San Francisco. He succeeds Mortimer H. Fleishhacker, who remains on , 
the board of directors. Mr. Thomson, who thus at the age of 49 becomes president 
of a 200 million dollar bank, has a background of 31 years experience in Western 
banking. He became a messenger for the First National Bank of Pasadena, 
California, at the age of 19, and has risen steadily in the ranks ever since He 
has held office in the California Bankers Association, and has taken an active 
interest in the educational work of the A. I. B., having served as president of 
the Los Angeles chapter. 


The vacancy created by the resignation of Mr. Thomson at California Bank 
is being filled by Arch W. Anderson, formerly vice-president of the Continental 
Illinois National Bank & Trust Co., of Chicago, in charge of its interests on the 
West Coast. Mr. Anderson becomes president of California Bank, while 
A. M. Chaffee, who previously held the office, has been elected chairman of the 
board. Mr. Anderson is well-known in Southern California, having formerly 
been vice-president of the Security-First National Trust & Savings Bank of 
Los Angeles, from 1921 to 1930. 














M. A. GRAETTINGER ... After 22 years of service in the Illinois 
Bankers Association, Mr. Graettinger will at his request be relieved of active 
duties and responsibilities as executive vice-president at the close of the fiscal 
year, May 31. He will retain the title of office for the next two years, serving 
the association in an advisory capacity, after which the office will be abolished. 























M. A. GRAETTINGER W. H. THOMSON 


ARCH W. ANDERSON 
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CANADIAN BANKING 











By JAMES MONTAGNES 


New Legislation Affecting 
Banks 


Banking legislation being presented 
to the Canadian Parliament at this 
session includes a bill announced by 
Prime Minister W. M. L. King to 
form a mortgage discount bank, and 
a money-lending regulatory bill an- 
nounced by Revenue Minister J. L. 
Ilsey. 

It is understood that the mortgage 
discount bank to be formed will be 
headed by Graham F. Towers, Bank 
of Canada governor. While details 
have not yel been announced at this 
wriling, it is reliably learned that the 
bank will be controlled and adminis- 
tered as a quasi-public or completely 
public institution, similar to the Bank 
of Canada. Lending companies may 
be allowed to become financially 
interested in the bank. The mortgage 
discount bank will function primarily 
to relieve mortgages on western 
Canadian land, and bring previously 
contracted interest rates down to 
present rates. Government guarantees 
against losses by the bank up to a 
certain amount of its total business 
ure expected, if approved debt adjust- 
ments are made in favor of the bor- 
rower. 


The regulatory bill for small loan 
companies and individuals lending 


number of 
investigations. The bill 
calls for heavy financial and jail 
penalties: In the case of individuals, 
one year in prison and $1,000 fine; in 
the case of companies, a $5,000 fine. 
For loans up to $500 for a term of 
fifteen months or less, all interest and 
service charges are limited to 2 per 
cent of the monthly loan balance. 
For loans of more than fifteen months, 
interest and service charges are limited 
to | per cent of the monthly loan bal- 
ance. No compounding of interest or 
deduction in advance are to be per- 
mitted. Licensing of money-lenders 
und periodic inspection by the super- 
intendent of insurance are provided 
also, with an exception clause on the 
licensing where the cost of the loan 
is less than 12 per cent a vear on the 
sum the borrower actually 


money is the result of a 
government 


receives. 


° Sd 7 


Advertising Campaigns on 
Personal Loans 


Personal loans are featured in a new 


series of advertisements and 


posters 


by the Royal Bank of Canada and the 
Bank of Montreal. One striking 
advertisement is that of the Royal 
Bank, featuring a smiling middle-aged 
man who exclaims, “I’m no millionaire 
—but I’ve borrowed from the bank 
for years.”’” He goes on to explain the 
simple requirements a banker asks of a 
borrower before he lends the bank’s 
money. “Let’s see the Royal Bank 
About a Personal Loan,”’ is the heading 
on another advertisement in the series 
showing husband and wife discussing 
financial problems. “Of course the 
Royal Bank makes Personal Loans” 
features a smiling young banker ex- 
plaining personal loans. 

“This campaign for personal loans.’ 
the Royal Bank staff magazine states. 
“does not represent any new departure 
in the handling of this type of busi- 
ness. It is intended solely to make 
more widely known the fact that our 
managers now, as always, are glad to 
receive any credit-worthy borrowers 
and to talk over with them their 
needs for temporary financial accom- 
modation . Many people to whom 
we could legit mately lend money prefer 
to apply for their temporary loans 
elsewhere. This unfortunate slate ol 
affairs ... may be due in part to our 
reluctance in the past to advertise this 
form of service .. . In declining applica- 
tions as well as in granting them the 
manager has an opportunity to create 





‘This ie is hs fr, 
PERSONAL LOANS 





.. to salaried men and women, to wage-carners, 
to business and professional people and executives. 
The terms are simple, the interest rate moderate, 
and there is no service charge. The manager at 
any office of the Bank of Montreal will be glad to 
have you call and discuss your financial require- 


ments with him, 


| BANK OF MONTREAL 


ESTABLISHED 1617 


| “A BANK WHERE SMALL ACCOUNTS ARE WELCOME” 








or retain good will. If the applicant 
can be shown in a frank and tactful 
manner that a loan would not be 
justified, later on if not at the moment 
he will probably be grateful to the 
manager for what he has done.” 

One of a series of new Bank ol 
Montreal advertisements deals with 
personal loans, featuring a group ol 
seven representative faces from laborer 
to business man, and stating in bold 
type “This Bank is regularly making 
Personal Loans to salaried men and 
women, to wage-earners, to business 
and professional people and execu- 


tives.” 
° ° ° 


Banks to Decorate for 
Royal Visit 

Added expense lo bank budgets this 
year is an item “Decorations for Visit 
of King George and Queen Elizabeth.” 
Banks since early this year have been 
busy with plans for decorating thei 
properties on the route of the Rova! 
Cross-Canada Tour. [lead offices have 
been swamped with suggestions and 
requests from local bankers as to how 
they can or ought to take part in the 
communal decoration schemes, in those 
cities and towns where the Royal 
Couple will stop, if even for less than 
an hour. Following a survey at head 
offices of bank premises departments. 

See CANADIAN BANKING—Page 30 








Personal Loans to meet temporary emergencies and 
for other legitimate purposes, are mode by this bank 
to responsible men and women able to repay ovt of 
income. The monoger of this bronch invites enquiries. 


LEPAYMENT GY INSTALMENTS ARRANC 


THE ROYAL BANK OF CANADA 











Canadian banks are currently stressing personal loans in their advertising 
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OURT DECISIONS... 


Effect on written contract of subsequent oral agreement . . . Unauthorized 


endorsement held same as forged endorsement. . . Assignment of collateral 


from insolvent borrower . . . Liability for note 


President’s Oral Deal 


That a bank president by an oral 
agreement may deprive the bank of 
legal advantages it would otherwise 
have had under a writlen agreement 
is pointed out in a recent Pennsylvania 
decision. 

There the bank had entered into a 
written agreement whereby it was 
liable for the payment of certain serv- 
ices only under conditions specified in 
the agreement. Thereafter the presi- 
dent of the bank agreed orally that 
payment would be made even though 
the precise conditions set forth in the 
contract were not fully complied with. 
Suit was brought against the bank 
Which set up the defense that it was 
not liable under the written contract 
and that if the president had modified 
the written contract by a subsequent 
oral agreement, he had not been 
authorized by the board of directors 
lo do so. 

“It was competent to show,” said 
the Pennsylvania court, “that the 
directors ratified the alleged oral 
agreement by the president of the 
bunk. Proof of ratification need not 
be confined to formal acts of the board 
o! directors as shown by the minutes 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


ol the meeting. It may be established 
from actions or from passive acqui- 
escence of the directors if they had full 
knowledge of the facts relating to the 
president’s entering into a contract, 
notwithstanding he had acted without 
authority. If the bank accepts the 
benefits of the contract, it cannot 
repudiate its president’s authority and 
should bear the burden imposed by 
the oral contract.” 

To the contention that the bank 
should be bound only by the actions 
of the board of directors as disclosed 
by the minutes, the court said: 

“Corporate minutes are only prima 
facie evidence of the transactions 
recorded therein; they are not con- 
clusive, and competent testimony con- 
tradicting them or showing what 
actually took place is admissible.” 


on defective merchandise 


(KoEune vs. State Bank, 4 Atlantic 
Reporter, Second Series, 234.) 


e e Sf 


Unauthorized or Forged? 


An unauthorized endorsement of a 
check is in law the same thing as a 
forged endorsement and a bank thal 
pays out on a check bearing an 
unauthorized endorsement is in the 
same position as though it had paid 
out on a forged endorsement. 

This rather curious distinction was 
pointed out in a recent New Jersey 
case. Certain checks payable to an 
executor or to the decedent’s estate 
were endorsed by the executor’s at- 
torney in the name of the executor. 
The attorney then deposited the checks 
thus endorsed in his private account. 
The checks so endorsed were cleared 
and the proceeds obtained by the 
attorney for his own use. When 
the facts came to the attention of the 
executor he brought suit against the 
bank for the money, alleging that the 
bank was hable for paying out on 
the checks on the unauthorized en- 
dorsement by the attorney. The New 

See COURT DECISIONS— Page 31 











24 













IDEA 


FOR 





Here’s an easy way to step 
up the speed and efficiency of 


your accounting and book- 
keeping operations. Use Redi- 
form Continuous Interfolded 
Forms.T hey combine any num- 
ber of separately written forms 
into a single time-and-labor- 
saving set of con- 
tinuous forms. 
FREE! New bulletin 
B C-537 shows how 
Rediform Business j 
Forms andApproved 
Methods can benefit or 
you. Write nearest (oy a 


address below. 


Rediform 


BUSINESS FORMS 
AMERICAN SALES BOOK CO.,INC. 


FALLS. N 





Pacific Manifolding Book Co. Inc., Emeryville, Cal. 
Cosby-Wirth Manifold Book Co., Minneapolis, Minn. 
Burt Business Forms, Limited, Toronto, Ontario. 








e Modern, attractive G/W equipment re- 
cently installed in a mid-western bank. 


BUILT-TO-ORDER 
BANK EQUIPMENT 


iy you plan to modernize, we want to 
serve you, just like we have served 
many financial and business institutions. 
We will welcome an opportunity to study 
your requirements and recommend “‘built- 
to-order’’ wood or steel banking equip- 
ment and record-keeping systems that 
will increase the efficiency of your em- 
ployees, make possible better service to 
patrons and save money. 


You are not obligated in any way by ask- 
ing for this survey—and it may be very 
helpful in developing your plans. Consult 
our local dealer or write direct to us. 








Globe-Wernicke 


Cincinnati, Ohio 
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The BOOKLET COUNTER 





Booklets listed below are offered without charge or obligation to bank officers and 


other executives. 


Address your requests, on your bank or company’s letterhead to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 
SECOND BOULEVARD AND BURROUGHS AVENUE, 
DETROIT, MICHIGAN 


Sd 


New Booklets 


AUTOMOBILE FINANCING BY BANKS 
. .. A review of essential factors to be 
considered by banks in connection with 
this type of small loan business. Dis- 
cusses the field to be covered, probable 
credit losses, collection methods, over- 
head expense, insurance coverage, adver- 
tising promotion, etc. 


EVEN-DOLLAR PLAN .. . Description 
of a service designed to assist in the 
merchandising of various forms of bank 
credit on a monthly payment basis. 
Under this plan, every loan is repayable 
in even-dollar installments and _ the 
gross loan is always an _ even-dollar 
amount. All the figures for any loan 
can be ascertained at a glance, through 
tables which eliminate the need for 
calculations of any kind. 


FUNCTIONS OF THE TREASURER... 
The complexity of modern business has 
brought new problems for the treasurer, 
and in many cases has greatly broadened 
the scope of his activities. The purpose 
of this report is to clarify the position of 
the treasurer, distinguish his functions 
from those of other major executives, 
and discuss the organization of his 
department. 24 pages. 


MEETING THE PUBLIC NEEDS IN 
BANKING . . . A widely quoted address 
delivered by W. Randolph Burgess, vice- 
chairman of the board of The National 
City Bank of New York, at the eastern 
regional conference. A clear analysis of 
the deposit, loan and investment prob- 
lems confronting banks in their endeavor 
to meet public needs. 16 pages. 


HOW TO BALANCE THE FEDERAL 
BUDGET .. . Holding that the condition 
of our Federal finances with its continued 
deficits has set the stage for uncontrolla- 
ble inflation, the National Economy 
League here outlines a definite program 
whereby it believes the national budget 
could be balanced without undue dis- 
ruption of public services. A realistic 
approach to a vital subject. 32 pages. 


Booklets Still Available 


THINGS TO KNOW ABOUT BUYING 
OR BUILDING A HOME ... This 40- 
page booklet covers virtually all the 
major elements to be considered by the 
prospective borrower in acquiring a 
home. It is produced by the American 
Trust Company, San Francisco, based on 


material originally compiled by the 
Security-First National Bank of Los 
Angeles. 


BANK QUESTIONNAIRE MANUAL ... 
A clearing house of ideas for loss pre- 
vention in connection with fidelity, 
robbery and forgery hazards. Will en- 


+ 


° 


able individual banks to analyze their 
own methods with a view toward elimi- 
nating common sources of loss. 53 pages. 


12 BEST BUSINESS FORMS ... A busi- 
ness stationery concern submitted thou- 
sands of forms printed for its customers 
to an office management association, 
asking them to select the twelve best. 
These are here reproduced to illustrate 
how business forms can do a selling job 
as well as record transactions. 


WHY LEVEL PREMIUM LIFE INSUR- 
ANCE? .. . This 27-page booklet pub- 
lished by the National Association of 
Life Underwriters reviews the funda- 
mental principles of insurance and 
reveals the fallacy involved in substitut- 
ing renewable term insurance for level 
premium life insurance. 


SECURITY FOR HOME AND LOAN ... 
This booklet, designed especially for 
loan officers and technical staffs of 
financial institutions, contains helpful 
information on lumber and its use in 
home construction. 


PROBLEMS OF STAMP PILFERAGE 
AND POSTAGE CONTROL ... This new 
brochure reveals the results of an inde- 
pendent survey made among ten thou- 
sand executives in many types of busi- 
ness, with a response of 44.61 per cent. 
The survey discloses how thousands of 
business and financial institutions have 
centralized mailing and postage control 
with savings in postage expense ranging 
from 12 per cent to 52 per cent. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? ... 
A good booklet to pass on to some capable 
young fellow who’s looking for a job or 
who hasn’t decided just what he wants 
to do, or a responsible older man who 
hasn’t found his right place in life. 


SAFETY NUMBERING .. . This pam- 
phlet describes advantages of consecu- 
tive or ‘‘key’’ numbering of bank checks 
prior to their issuance to depositors. 
These printed safety numbers establish 
the identity of the customer to whom 
the checks were originally given, should 
question arise when they are presented 
for payment. The plan is designed to 
virtually eliminate ‘‘No Account” checks. 


A NEW WAY OF BUYING INSURANCE 

. . Inefficiency, lack of economy and 
outright danger in just ‘“‘taking out 
policies’’ are revealed in this intelligent 
approach to the problem of insurance 
buying. Advantages of carefully-planned 
protection with proper regard for po- 
tential sources of loss are explained. 


DEFINITE BOND MARKET RECOM- 
MENDATIONS .. . An eight-page analy- 
sis and forecast of the bond market with 
definite buying and selling advice is 
offered by an impartial financial service. 
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Can You Count 1998 Dimes a Minute | 
—A\nd Be Sure of Accuracy? 





Can you count 1998 dimes a minute into coin 
bags by hand and be SURE of accuracy? 
Hardly! 200 dimes would be much closer to 
the figure, and errors are always possible and 
do creep in. 


A BRANDT Changes the Story 


With the hand operated Brandt Coin Counter 
and Packager, which is capable of counting 1998 
dimes per minute, the story is entirely different. 
A free, uninterrupted flow of coins is counted 
through the machine approximately ten times as 
fast as can be done by hand. Every count is 
absolutely accurate. 


Counts All Denominations of Coins 


Pennies, nickels, quarters, halves and silver 
dollars are also counted with great speed. 


Speed and Accuracy Save Time 


Think of the advantages of a machine that 
speeds up coin counting as much as 1000% and 
never errs! A great deal of time is saved that can 
be very profitably devoted to other tasks—no 
recounts need be made—greater efficiency is 
assured. 


The counting of coins is a very necessary part 
of bank work. It may be done in a costly manner— 
or an inexpensive manner. The BRANDT way is 
the inexpensive way employed by many banks 
throughout the country. 





Brandt Hand Operated Counter and Packager 


A Motor Driven Machine, Too 


There is also an electrically operated Brandt 
Coin Counting and Packaging Machine of excep- 
tional speed. It is capable of counting as many as 
2550 dimes per minute. 

Both hand and electrically operated machines 
count coins continuously into coin bags or in set 
quantities of 10, 15, 20, 25, 30, 35, 40, 45 and 50. 

& + @ 


SEND THE COUPON BELOW FOR COMPLETE DE- 
TAILS AS TO HOW YOU MAY HANDLE THE COUNT- 
ING OF COINS INEXPENSIVELY WITH THE BRANDT 
COUNTER AND PACKAGER. 


Banks of all sizes have installed both the Brandt Counter and Packager and the Brandt Sorter and Counter, 


which together make an ideal installation for the sorting, counting and packaging of coins. 


A battery of 


the two machines can be used very advantageously even in small banks as is shown by an order recently received 
from the Beaver Dam Deposit Bank, Beaver Dam, Kentucky, a bank in a community with a population slightly over 
1,000 and with deposits of $720,000.00, as of December 31, 1938, according to a published statement. 


Other Brandt Products : 


Brandt Automatic Cashiers 
(Coin Paying Machines) 
Brandt Coin Sorting and Counting Machines 
Coin Storage Trays 
Coin Wrappers and Bill Straps 


BRANDT AUTOMATIC CASHIER CO. 


Watertown, Wisconsin 


BRANDT AUTOMATIC CASHIER CO., Watertown, Wis. 


Without cost or obligation please send information regarding 
the following BRANDT products: 


Brandt Automatic Cashiers 
Coin Counters and Packagers 


Coin Sorters and Counters 
Coin Storage Trays 
Coin Wrappers and Bill Straps 
ee eee aes 


Send Attention.............. 
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SMALL LOAN BANKING 








(CONTINUED FROM PAGE 9) 

to support this expense. Just as a 
concrete example of the influence of 
volume on item expense, in 1937 we 
lost $1.27 on each personal loan for 
$50 repaid in six monthly installments. 
In 1938, with greater volume, we lost 
only 16 cents on each personal loan 
of this size. If 1939 should show us a 
nice increase in volume, we should 
net a profit on these little fellows that 
we have always carried at a loss as a 
public service —with our eyes open to 
the loss ever since we first got our 


department operating on a carefully 
controlled expense basis. 

To obtain volume is not just a 
matter of putting a sign in the front 
window and waiting for the small loans 
to walk in the door. At the outset, we 
did a great deal of newspaper adver- 
tising. Today we are doing an amount 
of newspaper advertising, but also we 
are going after loan business by mail. 
On personal loans, we confine our 
efforts to Memphis and the immediate 
vicinity. But our mail solicitation of 
consumer credit from household appli- 














ONE HUNDRED YEARS OF BANKING SERVICE: 1839—1939 





Fifth Ave at 44th St. 


LUNDON PARIS BRUSSELS 


Guaranty Trust Company 
of New York 


140 Broadway 


LIVERPOOL 


Madison Ave. at 60th St. 


HAVRE ANTWERP 





Condensed Statement of Condition, March 29, 1939 





Due from Banks and Bankers . 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


$ 772,678,298.79 














Interest, Taxes, ete. . . @ 
Capital . . 
Surplus Fund ‘ 
Undivided Profits . 





U. S. Government Obligations . ae ae 602,791,344.28 
Public Securities so. os 55,468,463.75 
Stock of the Federal Reserve Bank . - - 7,800,000.00 
Other Securities. . . . +s 4 So ee 21,263,294.67 
Loans and Billls Purchased 7 ae oe 465,589,405.66 
Credits Granted on Acceptances. eae 20,834,232.21 
Bullion Abroad and in Transit . . ms -« 8,687,715.00 
Items in Transit with Foreign Branches . a 2,699,368.62 
Accrued Interest and Accounts Receivable. .. . 15,226,544.05 
Real Estate Bonds and Mortgages . owe 2,238,507.33 
1,975,277,174.36 
Bank Buildings -_ ee © © © © © © © © © @ @ 11,997,644.71 
Other Real Estate . . .. . . 1,473,050.26 
Total Resources . . . . « © 0 « $1,988,747,869.33 
LIABILITIES 
Deposits .. « + « « $1,652,777,536.45 
Outstanding Checks . ow ea 17,438,690.63 
$1,670,216,227.08 
Acceptances. . . . . . ee e - $36,070,641.34 
Less: Own Acceptances 
Held for Investment. . . . . 15,236,409.13 
20,834,232.21 
Liability as Endorser on Accertances and 
Foreign Bills . , ee 4,859,771.00 
Avreements to Repurchase Securities Sold ss 1,097,086.00 
Dividend Payable April 1, 1939. ' * % 2,700,000.00 


Miscellaneous Accounts Payable ; Accrued | 


16,083,862.95 








Total Liabilities. . . 








- $ 90,000,000.00 1,715,791,179.24 
170,000,000.00 
12,956,690.09 

. . .  272,956,690.09 


Total Capital Funds 


Securities carried at #19,147,784.46 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


Member Federal Deposit Insurance Corporation 





. . « « -$1,988,747,869.33 




















In writing to advertisers please mention The Burroughs Clearing House 











ance dealers and similar sources o| 
bulk credit business in this field goes 
out to many surrounding states. We 
make such loans in many states 
throughout the South, the Southwest. 
and the Middle West. And we might 
properly consider some of our clerica!| 
expense in keeping records, and our 
adequate staff of contact men or 
interviewers, as part of our new busi- 
ness effort, since this prevents uncom- 
fortable waiting either for an inter- 
view or for a decision. Also, the 
friendly attitude of our contact men 
is important. Most of our small loan 
applicants happen to be white-collar 
folks, but we get a scattering of folks 
in overalls. Sometimes a man hurries 
over from a plant during the noon 
hour to inquire about a loan. He may 
say, “I won’t sit down, my overalls 
will dirty up your chair.” 

‘Please sit down,” I have heard the 
contact man urge. “‘We can clean up 
the chair if it gets dirty, but we don’t 
want you to feel you’re less than 
welcome at my desk any time you 
come in.” This is the attitude that 
makes friends, and that brings bor- 
rowers back next time they need a 
little financial help. Also, that brings 
in the people they refer to us. A sub- 
stantial proportion of our personal loan 
business today consists of repeaters, 
and they are the most desirable, of 
course, because we have the guidance 
of our own experience to supplement 
any facts from the outside. Also, from 
this group we are developing a steady 
increase in borrowers who can have 
money on their own names, unsup- 
ported by endorsements. 


IVERSIFICATION of types of 

credit is important because of its 
value in keeping a steady volume ol 
business. Before we had spread out, the 
business showed rather too much fluctu- 
alion in volume. It is not inherently a 
steady-volume type of business at best. 
because volume varies according to 
seasonal and general financial condi- 
tions. If we were confined to a 
smaller number of types of credit, it 
would not only shrink our overall 
volume of business but also it would 
lead to contracting the business in 
cyclical: depressions so that we should 


| face the alternatives of carrying an 


excessive overhead or else of letting 
go some of our trained, experienced 
people who would subsequently be 
costly to replace. 

As for collection routines and follow- 
ups, our experience is right in line with 
every small-loan department that has 
been successfully operated over @ 
period of years. We have set up our 
program so that the borrower who 
fails to meet his obligation right on 
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time gets prompt notification, by 
telephone if we can reach him, other- 
wise by mail. We keep this up accord- 
ing to a set system for a brief delin- 
quency, then give each account indi- 
vidual consideration and address our 
ingenuity to getting in the money. 
Because we keep right after the debtor, 
we have a very small loss ratio and a 
very small number of accounts goes 
to the hands of our attorneys, and an 
even smaller number to the stage of 
suit. In eleven years. we have sued 
less than twenty-five borrowers; last 
vear we sued only one. And this with- 
out maintaining any outside collectors 
or tracers. 

We hope that this outline of our 
experience does not make it seem un- 
duly difficult to operate a bank small- 
loan department at a profit. It is not 
the intention to make it seem like a 
job that cannot be made to pay. It is 
a satisfactorily profitable department 
in our institution, and is similarly 
attractive in a good many other banks 
where it has been operating long 
enough to have shaken down to a sound 
basis of operation. But it is worth 
any banker’s best thought to make 
sure before opening such a department 
that he can meet the requirements of 
the sound principles that experience 
has demonstrated. And above all, 
he may well profit by making sure 
that the man in charge has the retail 
credit outlook, and that there is enough 
available volume to carry the overhead 
that cannot in the long run be profil- 
ably avoided. 


WHAT ABOUT 
PROFITS? 


(CONTINUED FROM PAGE 12) 


This market has been given further 
impetus by the protection afforded 
through the National Housing Act. 
Administrator Stewart McDonald of 
the Federal Housing Administration 
announces that about 500 lending 
institutions have each made more 
than $500,000 of FHA-insured mort- 
gages to date. 

Administrator McDonald further 
points out that the free flow of mort- 
gage funds, as provided for by the 
Housing Act, has now become a fact. 
“More than 1,800 lending institutions 
have bought insured mortgages which 
they themselves had no part in origi- 
nating,” he declares. ‘‘All told, about 
3400,000,000 of these mortgages have 
changed hands.” This market in home 
iortgages is a thing hitherto unheard 
of in the investment business, Adminis- 
trator McDonald adds, and he sug- 
gests that it is worthy of investigation 
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“TAKE CHECK PAPER, FOR EXAMPLE... 


“Last month we made some changes in 
the design on our checks. When the ques- 
tion of paper came up, we did the usual 
thing. Got in samples of the leading 
check papers and studied them. Which 
one gives the best protection . . . which 
is easiest to write on . . . which is best 
able to stand abuse in handling? 


“It was hard to make a choice. So 
we asked a number of our depositors: 
‘Which of these papers would you pre- 
fer for your checks?’ 


“That’s where we learned a lesson in 
public relations. One after another they 
selected the paper with the surface mark: 
Hammermill Safety. ‘There’s a name 
I know... I’ve seen Hammermill adver- 
tising for years... We use Hammermill 
papers in our office . . . Never heard of 
those other papers . . . I’ll string along 
with an old friend.’ 
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"Now that was one angle we hadn’t 
considered . . . the value of a name. It’s 
a plus that only Hammermill Safety 
can give us—the opportunity to link 
our bank’s prestige with the national 
reputation and good will which all 
Hammermill papers enjoy. Naturally 
we selected Hammermill Safety. It was 
only common sense.” 


TRY IT YOURSELF. Compare Hammermiil 
Safety with the check paper you are now 
using. Mail coupon for the sample book 
of Hammermill Safety and portfolio of 
checks in bank and commercial styles. 
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by larger banks as a profitable outlet 
for their surplus funds. 

Another potential source of addi- 
tional loan revenue is personal and 
consumers credit. This class of busi- 
ness, comparatively new in commercial 
banking, is especially attractive be- 
cause it necessarily carries a much 
higher rate of interest or discount 
than do the older and more conven- 
tional types of bank loans. Studies 
by the Division of Research and 
Statistics of the FDIC shed an 
interesting sidelight on this general 
class of loaning. These studies have 
conclusively shown that for insured 
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non-member banks —the group coming 
under its particular microscope —the 
rate of earnings on total assets is in 
general highest among small banks. 
The reason, some of the research men 
point out, is that the type of business 
handled in small banks is very closely 
related in size of loan, character of 
use, and so forth, to what the larger 
institutions think of as personal loans 
or consumer credit. The small country 
bank, specializing on this type of loan, 
gets a higher rate of interest than 
would be obtainable for larger com- 
mercial loans in typically commercial 
banks. And the differential is sufficient 
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1 poy last decade has witnessed a striking change 
in the character of bank earning assets. 


Whereas investments ten years ago constituted 
approximately 30% of the total loans, discounts 
and investments of all banks throughout the 
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This significant trend has naturally brought 
about a corresponding change in the source of 
bank income. Because of this development, super- 
vision of the investment portfolio has become 
perhaps the most important problem in bank 
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to yield a materially higher rate of 
operating earnings for these small 
banks. 

Personal loan departments increased 
in number rather steadily from the 
time that the National City Bank of 
New York began to release information 
about its successful operations in this 
field. During the years since 1933 
they have increased rapidly, in part 
because of the satisfactory experience 
of the banks handling Federal Housing 
Administration Title I loans and also 
because the pressure for greater loan 
revenues has forced managing officers 
and directors to think in this direction. 

Installment loans, especially in the 
field of automobiles and household 
appliances, are growing rapidly among 
commercial banks. One bank in an 
upstate New York city has developed 
an unusual volume of this business 
through its hook-up with the local 
public utilities. Banks in many cities 
are going aggressively after the auto- 
mobile finance paper. Nobody, not 
even the finance companies, appears to 
have any credible statistics on the 
results. 

One finance company executive, 
with a long background as a bank 
loaning officer, points out a possible 
danger, however. He says that the 
bulk of this consumer credit business 
has been taken over by banks during 
a period when employment has trended 
generally upward, and that many 
banks have developed departments to 
handle a growing volume of paper. 
But, he adds, the business is inherently 
volatile in bad times. Then the banks, 
which have been carefully skimming 
the cream of the credit risks in their 
communities, will be tempted to lower 
their credit standards rather than lose 
money in these departments, and their 
loss experience may in such times 
consume much of the profit they have 
taken while things were going well. 


Tas subject of consumer credit 
might be amplified to the length of a 
substantial book, if it were to attempt 
coverage of the manifold types of 
loans that touch it. Suffice it that 
consumer credit offers to many banks 
an opportunity to increase the profil- 
able employment of their funds, if the 
local conditions are right and if the 
business is handled with the requisite 
safeguards dictated by experience. 
Still another source of loan business 
may be found in developing highly 
specialized fields. In many cities the 
local industries bring such specializa- 
tion naturally into being. Cotton in 
the South, live stock at any major 
marketing point, canned goods in 
fruit and vegetable canning territories 
—these are examples of the more 
obvious sort. But especially for city 
banks there are openings to develop 
sizable loan volumes by _ bringing 
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together in one unit a lot of odds and 
ends of such business. One Middle 
Western bank has developed an envia- 
ble volume of profitable field-ware- 
house loans ranging from cotton seed 
in Arizona to coal on New England 
docks. An Oklahoma bank, in a small 
city, has built a large volume by 
specializing in tractor loans. 

Accounts receivable financing of the 
type pioneered by Bank of America, *** 
bringing to business and industry a 
source of credit to meet seasonal 
peaks, extraordinary demands, etc., 
is a field heretofore dominated almost 
exclusively by specialized finance com- 
panies such as factors. However, when 
proper safeguards are observed, it 
presents a possible source of bank 
financing applied largely to those cus- 
tomers who are not entitled to un- 
secured accommodation, or as a supple- 
ment to existing lines of credit. 

Business equipment loans, permit- 
ting the purchase of equipment that 
will effect sufficient economies to pay 
for itself, are being made on an 
amortized basis by banks; such loans 
usually run from one to three years. 
Plant remodelings, air conditioning 
installations, etc., are also being fi- 
nanced by banks on up to a five-year 
amortized basis, provided the borrow- 
ing concern is well-managed, finan- 
cially sound, and on the up-grade 
competitively. 


HE list—and volume—of such 

specialized financing by banks is 
growing. Each bank must, of course, 
shape its policies in regard to loans of 
this type according to its own par- 
ticular situation. 

So much for the possibility of greater 
earnings through loans. There are 
comparably great opportunities in 
the investment field, though it must 
be admitted that here the best way to 
increase net profits is by avoiding 
losses and write-downs. Large banks 
can profitably employ the services of 
competent investment officers, and 
usually do so. Smaller banks must 
have recourse to whatever means they 
can use to best advantage. Some 
small banks find it pays them to 
maintain statistics and bond records 
far in excess of what might normally 
be expected; some of them have 
adapted themselves to the increased 
importance of investments by trans- 
forming a loan officer into an invest- 
ment officer and holding him responsi- 
ble for recommendations to the bond 
committee or the board. Others 
fortunate enough to have experts on 
their boards rely on _ investment- 
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minded directors, others employ out- 
side investment services and counsel- 
lors. An increasing number of country 
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banks find it profitable to obtain the 
greatest possible measure of help from 
city correspondents, usually free of 
charge though in some instances they 
pay a fee for the service. 

Evidence aplenty points to the 
necessity for the best possible judg- 
ment and knowledge applied to invest- 
ment problems. Recently Donald S. 
Thompson, chief of the Division of 
Research and Statistics of the FDIC 
has pointed out: ‘“‘The rate of loss on 
securities other than those issued by 
the United States Government appears 
to have averaged approximately twice 
the rate of loss on loans . . . Net cur- 
rent operating earnings of the banks 
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are not at a level sufficiently high to 
absorb a 2 per cent loss ratio on any 
large proportion of assets.”” And he 
emphasizes that this situation actuates 
supervisors’ concern over paying bank 
dividends out of profits from securities 
sold, saying, “Over the long period we 
can expect banks as a group to take 
losses on securities that are at least 
as great as their profits on securities.” 

Federal Reserve Board statisticians 
have pointed out that in 1936 profits 
on securities sold accounted for approxi- 
mately 35 per cent of net profits of 
all national banks, and in 1937 this 
proportion was nearly 45 per cent. 
Since what goes up must come down, 
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and any increase in prevailing interest 
rates must have its immediate effect 
in lowering bond prices, the subject 
deserves the best attention of the 
management in every bank. 
Obviously it would be ridiculous to 
attempt in a brief article any treat- 
ment of the principles of bond invest- 
ment for banks. It is enough to point 
out the importance of the subject, 
and the necessity for giving it attention 
commensurate with its importance. 


Editor's Note: The concluding article 
on bank profits, to appear in the 
June issue, will explore the possibilities 
for increasing earnings through such 
approaches as better management 
control, development of adequate serv- 
ice charges, and improving the revenue 
from special departments. 


e . 


CANADIAN 
BANKING 


(CONTINUED FROM PAGE 22) 


the consensus of opinion shows banks 
would spend on an average of $100 on 
each branch to be passed by the King 
and Queen. High figures on individual 
buildings, such as head office struc- 
tures, went to over $5,000. Altogether 
banks, mortgage and trust companies. 
it is roughly estimated, will spend 
between $75,000 and $100,000 on red. 
white and blue bunting, flags, shields. 
and other decorations. 


* e 


Simplifying Monthly 
Branch Reports 


Saving four or five days a month on 
one monthly report is a big factor in 
the head office accounting department 
of any bank. The Bank of Nova 
Scotia with 300 branches is able to 
save that much time each month on 
the compilation of the liabilities and 
assets of the bank, through the use 
of a multiple total typewriter-book- 
keeping machine. 

The monthly report required by the 
Canadian Government, calls for figures 
under thirty-two headings covering 
the assets of each bank, and figures 
under twenty-three headings on the 
liabilities of each bank. To obtain 
these figures each branch, from the 
small branches in farming communi- 
ties to the large city branches and 
foreign branches, must send in a 
report. 

Compiling the summarizing report 
formerly was a tedious task requiring 
as many as ten separate compilations 
for each of the asset and _ liability 
statements. With the multiple total! 
typewriter-bookkeeping machine the 
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liabilities are done in one operation 
on one side of a 34-inch sheet; the 
assets are tabulated in one operation 
on the reverse side of the sheet. 

With the big tabulation sheet in- 
serted in the machine, an abbreviation 
of the branch name is first typed in at 
the left side of the sheet. Then the 


operator follows the branch report for 


the liabilities, making entries in as 
many of the eighteen columns across 
the sheet as are covered in the report. 
At the right of the sheet is a total 
column, and the total struck by the 
machine after the operator has entered 
all items from the branch bank’s 
report must check with that on the 
branch bank’s report, thus acting as 
an audit check. 

All the branches in the same geo- 
graphical division are tabulated on 
the same sheet, and each branch is 
checked by the right hand column 
total. Meanwhile the machine is 
adding all the columnar totals, and 
when the tabulations for the region 
have been completed, there is a total 
for all the branches under each column. 
These totals in turn are automatically 
totaled from left to right, and must 
check with the right hand column on 
the sheet which carries the branch 
totals. 

‘The same operation is carried out 
on the assets side of the sheet. Now 
the same operation is made with all 
the totals of all the regional sheets, 
and so a grand total is arrived at for 
the bank’s complete business under 
each question for the government 
report. 


COURT 
DECISIONS 


(CONTINUED FROM PAGE 23) 


Jersey court sustained the executor’s 
position, saying: 


“The proceeds of these checks 
belonged to the executor. He at no 


time authorized the attorney to en- 
dorse his name to them. It follows 
that there was conversion of the 
tunds. The possession of the checks 
by the bank was unlawful with the 
unauthorized endorsements thereon. 
There is no substantial difference 
between an unauthorized endorsement 
and a forged endorsement, the result 
being the same insofar as concerns the 
passing of title. 

“The bank paying on a check so 
endorsed, where title had not passed, 
did so at its peril and became liable 
to the payee, the executor, for the 
proceeds. This is so whether the 
bunk was aware of the unauthorized 
endorsement or not and in the absence 
ol privity between them. The execu- 
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RACTORS and machinery such as Minne- 

apolis-Moline offers, are as indispensable to 
the modern farmer as were his horses a few 
decades ago. But power machinery involves 
BUYING POWER, and on this point the de- 
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American prosperity grows, and only with 
modern equipment can the farmer make 
enough profit to insure that prosperity... . 
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tor stood in no relation wilh the bank, 
which was acting as a collecting bank, 
and therefore owed no duty to the 
bank. He was under a duty to give 
notice to the bank as soon as he knew 


of the conversion. This duty he 
discharged.” 
The statute of limitations had 
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immediately. Think what this means! 
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expired, but the bank was prohibited 
from using that defense. The bank’s 
action in clearing the checks with the 
unauthorized endorsement constituted 
“equitable fraud’”’ and the bank was 
therefore prohibited from interposing 
the defense of the statute of limita- 
tions. (Teas vs. Third National 
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RESOURCES 


Cash and Due from Banks.................- $ 446,033,621.00 

United States Government Obligations, 
Direct and Fully Guaranteed............. 

Other Bonds and Securities 


536,774,199.93 
61,643 ,097.40 
163,350 ,224.62 
2,850,000.00 
675,763.92 
4,073 809.07 
12,825 ,000.00 
3,813,333.71 


$1,232,039 049.65 


Dee GI HOON «oon oe 6 So eee divers, 
Stock in Federal Reserve Bank............ 
Customers’ Liability on Acceptances....... 
Income Accrued but Not Collected......... 
SI IR ig racic au veiw eo melo ew nates 
Real Estate Owned other than Banking House 











LIABILITIES 
NG so Sante ting acta Hepa neha ame $1,098 976,306.53 
I ss oo ret aca! panei de al nial ie ts 678,897.72 


Reserve for Taxes, Interest and Expenses.... 6,285 ,582.00 
14,128 ,074.39 

233,459.54 
25 000,000.00 
50,000 ,000.00 
I re ee eee eee 20,000 ,000.00 
IN 5 ca bad sawed ealexewieeten 16,736,729.47 


$1,232,039 049.65 


Reserve for Contingencies ................. 
Income Collected but Not Earned.......... 
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United States Government obligations and other securities carried 
at $129,549,771.80 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Bank, 4 Atlantic Reporter, Second 
Series, 64.) 


No Fraud on Creditors 


If a bank obtains from a borrower, 
while he is insolvent, an assignment of 
collateral to secure an existing obliga- 
tion to the bank, is such a transaction 
a fraud on the borrower’s other credi- 
tors to the extent that it deprives 
them of the asset which the borrower 
has assigned to the bank? 

A customer indebted to a Pennsy|- 
vania bank assigned his interest in his 
father’s estate to the bank as further 
security for his indebtedness. This 
assignment was not enough to make 
the total collateral held by the bank 
sufficient security for the debt. How- 
ever, the borrower was insolvent and 
had other creditors at the time he 
made this assignment. 

One of the other creditors brought 
action against him and the question 
was raised as to whether or not the 
assignment to the bank constituted 


| a fraud on the other creditors. The Su- 


preme Court of Pennsylvania thought 


| that it did not and said: 


“In the absence of actual fraud a 
debtor, even though insolvent, may 
properly assign assets to a creditor as 
security for an antecedent debt al- 
though the effect will be to prefer that 
creditor. The transfer of additional 
security by the assignment was not 


_enough to make the total collateral 
held by the bank sufficient security 


for the debt due.” 

It is sometimes said, as the Pennsy|- 
vania court pointed out, that a man 
may prefer one creditor over another 
if he sees fit to do so and the mere 
fact of such preference will not in- 
validate the transaction in the absence 
However, in the case above 
discussed, if the debtor had gone into 
bankruptcy within four months after 


_making the assignment to the bank, 
| it is quite possible that the bankruptcy 


court would have required the bank 
to turn over the assigned collateral to 
the trustee in bankruptcy as a voidable 
preference. (Seip vs. Laubach, 4 
Atlantic Reporter, Second Series, 149.) 


* 


Defective Goods No Defense 


Banks financing the buying of house- 
hold appliances and other equipment 
will be interested in a recent Federal 
case involving a note to finance the 
purchase of an oil burner. 

There the makers of the note bor- 
rowed on it from the payee bank a sum 
of money with which to purchase an 
oil burner. The note was not paid at 
maturity and suit was eventually 
brought on it against the makers. 

The defense was made that the note 
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was made and delivered as considera- 
tion for the purchase of an oil burner 
and that the burner was imperfect and 
defective. It was also alleged that the 
bank had notice of the defect in the 
oil burner. 

The Federal Court could not see 
that the alleged defect in the oil 
burner had any bearing on the makers’ 
liability on the note. 

“From the papers,” said the court, 
“it appears that the bank had no 
notice of any alleged defect until after 
the promissory note had been executed 
and the money lent by the bank. The 
difficulty with the position of the 
makers is that because of some defect 
in the oil burner which they purchased, 
they desire to avoid payment of the 
note which they gave to the bank to 
enable them to buy a burner. The 
bank was not the seller of the oil 
burner and made no representations 
in respect to the oil burner.” 

The note was accordingly enforced 
by the court against the makers. 
(United States vs. McCulloch, 26 
Federal Supplement, 7.) 


> 


° ° ° 


Bank’s Contracts Restricted 


A sharp reminder that the con- 
tractual and other powers of banks are 
strictly limited is contained in a recent 
Illinois decision. 

The bank in that case entered into 
a contract with a commercial concern 
whereby the latter was to deliver 
supplies and furnish appropriate serv- 


ices for the installation of a school 
banking plan in the local public 


schools. Through this plan the school 
children were to open savings accounts 
with the bank. 

The commercial organization in- 
stalled the system in the schools and 
promoted the plan with teachers and 
pupils. Later the plan was discon- 
tinued by the bank. At the suit 
brought by the commercial organiza- 
tion to recover from the bank on the 
alleged contract, the Illinois court 
took the view that the operation of 
this plan violated the state statute 
prohibiting branch banking or the 
establishment by a bank of any 
“additional office or agency for the 
purpose of conducting any of its 
business.” 

“From the facts as well as from the 
lerms of the contract,” said the court, 
“it appears that a place for the deposit 
ol money was fixed in the schools, 
pass books issued, and the teacher 
received deposits, entered them in the 
pass books and delivered the money to 
a messenger of the bank. Thus the 
bank was maintaining an agency for 
the conducting of its business, not 
alone an agency to do business, but 
an agency to receive deposits of money 
made by the children which had been 
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on Dog-Eared 
Machine Accounting Gorm 


Watch out for dog-eared forms. They are a sure sign of poor 
paper. And poor paper means smudgy, illegible typing; 
sloppy erasures; sagging, crumpled, hard-to-file forms 
and sticky, drooping index cards. 


You can end these faults—and the mistakes and ineffi- 
ciency that go with them — by making Weston’s Machine 
Posting Ledger and Weston’s Machine Posting Index your 
standards for all machine accounting forms and index cards. 


WESTON’S 
MACHINE POSTING 


Ledger 


Made especially for machine bookkeeping in Buff, 
White, Blue and Pink in subs. 24, 28, 32 and 36. 
Has 50% rag content for strength and durability 
and a perfect surface for smudge-proof typing, easy 
filing, clean erasing; and a one-way grain direction 
that makes forms stand straight in trays or binders. 


| Moderately priced. 


WESTON’S 
MACHINE POSTING 


Index 


Made in Buff, White, Blue, Ecru, Salmon and Pink in 
180M, 220M, 280M and 340M—basis 2514 x 304%. Has 
a ledger finish that takes typing clearly; will not smudge 
and can be erased repeatedly. Extra strength and snap 
make index tabs stand up without bending or tearing. 
WINCHESTER INDEX comes in the same weights 


and colors at the same price. 


Write Byron Weston Co., Dept. D., Dalton, Mass., for sample books showing 
all weights and colors of both index and ledger grades, and for Weston’s Papers, 
an interesting publication packed with ideas and information about paper. 


WESTON’S PAPERS 





credited in the pass books in the school- 
rooms.” 

Because the contract for the oper- 
ation of the school savings deposit 
plan thus contemplated an “agency” 
for the bank’s business in violation of 
the statute, the contract was held 
unenforceable. 

Pointing out the limits on a bank’s 
powers, the court said: 

“National and state banks are 
creatures of the law having no powers 
but those which the law has conferred 
upon them. The powers vested in a 
bank are only such as are expressly 
granted and as are necessarily implied 


from the specific grant. Every power 
not clearly granted to a bank is with- 
held. The bank in this case was with- 
out power to transact and conduct the 
business provided for in the school 
savings plan as set forth in the con- 
tract.”” (Thrift vs. State Bank, 19 
Northeastern Reporter, Second Series, 
126.) 

Where a bank enters into a contract 
outside its charter powers and has 
received benefits under that contract, 
it is ordinarily said that the bank 
cannot escape liability by setting up 
the fact that it lacked the power to 
make the particular contract. In the 
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above case, however, the bank nol 
only lacked the power to make the 
contract, but the contract was in 
direct violation of the statute and 
therefore illegal. 


° ° ° 


Is Physical Possession 
Necessary ? 


A Pennsylvania bank made a loan 
on a nole and took in connection with 
the note a certificate of title to an 
automobile owned by the borrower. 
A notation of the encumbrance in 


Aa 
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favor of the bank was noted on the 
certificate of title. The bank then 
executed a lease agreement whereby 
the borrower retained possession of 
the automobile as lessee. Actually, 
the bank never took physical posses- 
sion of the car. 

The borrower later went into bank- 
ruptcy and the bank filed a petition to 
obtain delivery to it of the automobile. 
to which it held the title certificate. 

“The pledge of a chattel without 
transfer of possession,”’ said the Federal 
Court, “is void as to bona fide pur- 
chasers, pledgees and execution credi- 


SAFE STACK 


STEEL STORAGE FILES 
ARE “BUILT TO TAKE IT” 


Here's a severe test but Steel Stor- 
age Files take a lot of punishment. For 
instance, drawers are heavil 
forced front and back to take all kinds 
of abuse. Drawer shells are built to 
take the weight of loaded drawers 
stacked ceiling high if necessary. 


With all these strength features, 
Steel Storage Files cost less than card- 
board boxes and shelving. Ask us to 
tell you what savings in space and 
money we can make in your record 
storage rooms. 


THE STEEL STORAGE FILE CO. 


2216-18 W. 63rd Street + 


rein- 


Cleveland, Ohio 


ORIGINATORS OF STEEL STORAGE FILES 


Patented and patents pending 


¥Y Convenience, gracious service 
a3 and quiet luxury distinguish 
this world famous hotel. Here an 
atmosphere of true refinement is 


enjoyed by the most discriminating. 


Under the same management as the internationally famous 
Gotham, New York City; Drake, Chicago; Town House, Los Angeles. 


BALINESE ROOM 
Famed for its excellent 
cuisine... America’s 
only copper dance floor 


MICHIGAN AVENUE . 





A. S. KIRKEBY, Managing Director 


The Blackstone 


CHICAGO 


tors. The pledge is perfectly valid as 
between the pledgor and the pledgee 
bank and creates an equitable lien 
enforceable against the chattel in the 
hands of the pledgor and of his per- 
sonal representatives, voluntary as- 
signees and purchasers or encun- 
brancers with nolice. It is enforceable 
against those who have notice of the 
pledge even though possession is re- 
tained by the pledgor if retention is 
with the consent of the pledgee, the 
bank in this case.” 

Discussing the legal effect of the 
notation on the title certificate held }y 
the bank, the court decided that this 
was not sufficient to enable the bank 
to get possession of the automobile 
from the trustee in bankruptcy. 

The Federal Court in this particular 
case applied the Pennsylvania law, 
but banks everywhere in making loans 
of this type should make sure that 
their right to claim the automobile or 
other chattel is enforceable not only 
against the borrower but against his 
creditors and even his trustee in bank- 
ruptcy. Rights which the bank may 
have against a borrower can _ not 
always be enforced against the bor- 
rower’s creditors —a point worth look- 
ing into. (Taplinger vs. Northwestern 
National Bank, 101 Federal Reporter, 
Second Series, 274.) 


. e ° 


Bank Guilty of Conversion 


Is a bank guilty of conversion 1! it 
sells collateral pledged on a loan? 

In a recent Virginia case the facts, 
as outlined by the court, were: 

“The plaintiff instituted this suit 
alleging that he delivered to the 
defendant bank twenty-five shares of 
stock as collateral to secure the pay- 
ment of his note held by the bank; 


| and that, notwithstanding the fact 


that the bank, from time to time, had 
accepted renewal notes for this obliga- 
tion, with payment of interest in 
advance and some payment on princi- 
pal, it had, without his knowledge or 
consent, converted the stock to its 


| own use.” 


| version. 


Actually, the bank had sold the 
stock, and the Supreme Court ol 
Appeals of Virginia decided that by 
so doing without notice to the pledgor. 
the bank had been guilty of a con- 
Two of the judges, by the 
way, thought otherwise but were over- 
ruled by the majority of the judges. 

The liability of the bank, the court 
decided, was not the amount which 
the bank obtained from the sale of the 
collateral, but the “highest inter- 
mediate value” which the stock at- 
tained between the date of the actual 
sale or conversion and a “reasonable 
time” after the pledgor learned of the 
conversion of his stock. This “‘reason- 
able time” is not any fixed period, bu! 
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depends on the circumstances in each 
case. 

Although the value of the stock on 
the date of the alleged conversion was 
found to be $40 a share, there had 
been a number of sales of the stock in 
the open market at $80 a share within 
the ‘“‘reasonable time.” 

Hence, computing the twenty-five 
shares of stock at $80 a share, the 
court found that the bank was hable 
for $2,000 plus interest from the date 
of conversion; for all dividends on the 
stock received by the bank up to the 
date of conversion, with interest; and 
for all costs incurred by the pledgor 
in his litigation against the bank. 

Many banks, where state law per- 
mits, obtain a written authorization 
from borrowers to sell, convert or 
hypothecate pledged collateral with- 
out notice. Such authorization can 
usually be obtained from the borrower 
when the loan is made. (Morison vs. 
Dominion National Bank, 1 South- 
eastern Reporter, Second Series. 292.) 
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WASHINGTON 
VIEWPOINT 


(CONTINUED FROM PAGE 15) 


The objective of the SEC study is 
to obtain a concrete picture of the 
financing problem faced by small 
businesses in the United States. Among 
the facts being sought are: detailed 
estimates of the needs of small busi- 
nesses for capital financing; the various 
sources of capital and the various 
financial channels through which small 
businesses may obtain financing; and 
the factors which may operate to 
prevent small businesses from obtain- 
ing capital. 

The commission’s study is_ being 
conducted by the investment banking 
section of its monopoly study divi- 
sion, under the direction of Peter R. 
Nehemkis, Jr., Special Counsel. Mr. 
Nehemkis is a native of Newark, New 
Jersey, attended the University of 
Wisconsin, graduated from Swarth- 
more College in 1931 and obtained his 
law degree at the Yale law school in 
1934. While at Yale he made a special 
study of causes of bankruptcy under 
the direction of Professor William O. 
Douglas, later chairman of the SEC 
and now a Justice of the United States 
Supreme Court. Later he served on 
the legal staff of the Reconstruction 
Finance Corporation as an assistant 
lo the general counsel, Mr. Stanley 
Reed, later Solicitor General of the 
United States and now also a Justice 
ol the Supreme Court. Later he 
assisted A. A. Berle, Jr., then Cham- 
berlain of the City of New York and 
how Assistant Secretary of State, in a 








study of New York City finances. Dur- reese sr empecnetan caameamnitar 
ing the past two years Mr. Nehemkis ... for Over 30 Years... the | 
has been on the legal staff of the SEC. STANDARD OF QUALITY 
The complementary survey of the — . 
Junior Chamber of Commerce will be William Exline 
made through that organization’s 561 PASSBOOKS 
local affiliates in all parts of the coun- 
try and in addition will include an and POCKET 
intensive study of the problem in CHECK CASES | > 
selected medium and small sized cities. 
The results of this survey will be set 
forth in the form of case histories show- 
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needs, and its present opportunities 
to obtain capital financing. WILLIAM EXLINE, INC. 
The results of both studies, together 
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Scotch Cellulose Tape will save time and trouble 
in every depariment in your bank. 





Here is the new, faster way 
TO MEND torn checks, currency, records, papers. 


TO SEAL flaps of bulky envelopes, packages of 
all kinds, index tabs to file cards. 


TO HOLD instruction cards to cages and walls, 
clippings in scrap books. 


At your Dealers, or write today for complete 
information regarding Scotch Cellulose Tape in 
the new Desk Dispenser illustrated above. 


SCOTCH CELLULOSE TAPE 


Made and patented in U.S. A. by 
MINNESOTA MINING & MFG. CO. - - SAINT PAUL, MINNESOTA 


Under one or more of the following U. S. Patents. Nos. 1357020, 1779588, 1856986, 1814132, 1895978, 1959413, 1954B8U5, Ke. Nos. 18742, 19128 
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| The year-end report of banks to the ren 
|| Federal Deposit Insurance Corpora- of 
STATEMENT OF CONDITION, MARCH 29, 1939 || | ton showed that on December 31, Le 
| 1938, the 13,659 insured commercial Re 
RESOURCES banks in the system had total assets Go 
of $56,800,000,000, the largest ever mo 
Cash on Hand and Due from Other reported to the corporation and an suy 
tT ath $096, 793,568,57 increase of $2,594,000,000, or about _ 
Jnited States Vovernmen lle ons M4 
ieee and /or fully aaa ’ 205,469 609.00 5 | seal cent, during the year. rte 
Retin eo 10.507.025.79 1 The comparative statement of assets 
ical tc Mae ere Er potest | and liabilities of all insured commer- at 
Stock in Federal Reserve Bank. . . 750,000.00 : : : sil 
“mice | cial banks issued by the corporation 
Loans and Discounts. . . . . $ 62,563,229.28 also revealed the following significant of 
Real Estate Mortgages . . . . —_-9,804,039.61 | changes. _ wh 
Overdrafts . . ee 16,838.15 72,384,107.04 | 1. Holdings of United States of 
Real Estate (24 Branch Bank Buildings) 769,632.39 | Government obligations and obliga- ste 
Accrued Income Receivable . . . . 1,358,529.67 | tions guaranteed by the United States pe 
Prepaid Expense ae? co 214,253.89 Government amounted to $14,507,- - 
| Customers’ Liability Account of 000,000, an increase of $837,000,000, all 
| Acceptances and Letters of Credit 1,650,275.55 or 6 per cent; the 
| TOTAL RESOURCES .... $429 ,825.996.70 2. Holdings of obligations of states Fe 
and political subdivisions increased ing 
| LIABILITIES 16 per cent since December 31, 1937, de 
| Deposits: and amounted to $3,01 1,000,000. Hold- rel 
Commercial, Bank and Savings . $347,137,670.75 ings of other securities decreased of 
U.S. Government ..... . = 18,317,792.95 during the year; ; lor 
| Treasurer, State of Michigan . 7,803,993.75 3. Loans and discounts, at $16,024,- bu 
| Other Public Deposits . . . . 22,576,127.66  $395,835,585.11 000,000, were $719,000,000, or 4 per 
| Capital Account: cent lower than on December 31, 1937, sy 
Preferred Stock (380,000 Shares) 9,500,000.00 but were $305,000,000, or about 2 per co 
Common Stock (750,000 Shares) 7,500,000.00 cent higher than on June 30, 1938; pu 
HH | Surplus .......... 8,000,000.00 | 4. Cash and funds due from banks fiy 
Undivided Profits .... ..  5,929,728.41 30,929,728.41 | continued to increase and on December in 
Deserees (wg lg kk kk tk 1,407,175.17 | 31, 1938, amounted to $17,176,000,000, la 
| Income Collected but not Earned . . 3,232.46 | the highest figure on record, an increase ne 
Our Liability Account of Acceptances for the year of $2,245,000,000, or re 
and Letters of Credit. .... 1,650,275.55 | 15 per cent; n¢ 
TOTAL LIABILITIES . . . . $429 825,996.70 | 5. Total deposits increased about be 
| 5 per cent during the year to $49,779.,- er 
United States Government securities carried at $34,405,000.00 in the foregoing statement 000,000, the highest figure since in- cc 
are pledged to secure public and trust deposits and for other purposes required by law. auguration of deposit insurance. All m 
4 > major classes of deposits showed tl 
, : , increases for the year except United 
| Member Federal Deposit Insurance Corporation States Government and se savings i 
deposits; 
heen a a Sa |} 6. Total capital accounts of the in- Q 
sured commercial banks increased by [| a 
$31,000,000 during 1938 and amounted [| { 
to 11.3 per cent of total assets on 
December 31, 1938, as compared with r 
11.8 per cent on December 31, 1937. 5 
At this starting D 
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Appendix ' 
STATEMENT ON MONETARY Ht 
MEASURES AND OBJECTIVES by t 
the board of governors of the Federal V 





Reserve System: 
“During this session of Congress, as i 
during other recent sessions, the Board k 
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of Governors has been asked by Com- 
mittees of the Senate and House to [ 
report on a large number of bills |) 
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37 
d dealing with proposals for overcoming scarcity but in the inadequate use of “In earlier statements the Board has 
ll the country’s economic difficulties by the existing supply. The Board would pointed out that there are many phases 
monetary action. welcome a reexamination of its own of economic life that are not susceptible 
“Among the proposals that are _ conclusions and a study of the factors of control through monetary means 
currently before Congress, many are that obstruct the flow of money alone; it has taken the position that 
based on the belief that our difficulty through the channels of investment, stability in production and employ- 
is in the lack of an adequate supply production, and distribution. ment is a more satisfactory objective 
and control of money. Some would 
e —— this ge gd a — | 
ny of currency, either directly by the | Im ome omwow a 
Treasury or through the Federal | BE IEEE ETE TE TE ER RIE ERIK I 
al Reserve banks; some would retire | : 
ts Government bonds by issuing paper | Help Someone Succeed 
or money and thus not only increase the | 
- supply of currency but also reduce or | BY SENDING US HIS NAME 
it retire altogether the interest-bearing | 
public debt. Others believe that the | Ir you know some worthy and ambitious man or woman 
ts remedy lies in monetization of silver | who wants to find a way to win a fair reward in a life work, 
r- at a high price, and the issuance of | do this: 
mn silver certificates to add to the supply | Suggest a career in life insurance field work and if you 
nt of money. Still others believe that | think this individual might be interested send us the name 
what is needed is a stimulus to the use | en the adddeees below 
; of money through some system of | a hs : “f ‘ 
* stamp scrip that would result in a | R. e! a» e Insurance oe = na oe 
od senaity on maney thet ie not prometly places . ue a a 0" __ meena ations if based on 
- spent. Another group of measures | personal knowledge of the character of those recommended. 
" aims to correct conditions by changing | To selected individuals who possess energy, common 
the ownership and management of the | sense, character, stability and genuine sympathy with 
- Federal Reserve System and by requir- | others, The Mutual Life offers personal direction and 
al ing 100 per cent reserves against training in life insurance field work, leading to permanent 
7, demand deposits. Another proposed careers in the communities chosen. 
d- remedy would establish a new system The Mutual Life’s new 32-page booklet “Can I Make a Living as a Life 
ed of banks to supply intermediate and Insurance Representative?” is available to those who wish to consider 
long-time capital, particularly to small the subject seriously; also name of nearest Mutual Life manager. 
1,- business. Avpress: Vice President and Manager of Agencies 
er “Still others think that the monetary 
37, system now in existence should be ( ) , 
er corrected by the elimination of silver fhe, 
38; purchases, by the establishment of a | 
ks fixed price for gold and by the re- 
Der introduction of gold coins into circu- | Insurance Companyof New York 
90, lation They contend that the elimi- | 
Ase nation of currency uncertainties would | 34 Nassau Street, New York 
or restore confidence and result in eco- | 
nomic revival. There are some who | SEEK TE IR RIK SEE EE EE ee ee ee eK 
“ believe that the flow of capital into | —— — —$—<—$—$<—<——————— 
9,- enterprise is retarded by what they W. ® 
A consider as an artificially low level of aste less time = = 
: money rates and others who argue that . : : 
ved the Government absorbs too large a get rid of disturbing annoyance 
led part of the country’s savings through ih. tes 
ngs the sale of its own securities. bite andi - pen 
“These opinions and proposals cover 
in- a wide range, and seek legislative on every desk 
by action on matters of vital importance eee 
se Oe eee oo i eee aia ip te en ge 
sth : The Board at d ifferent canes - famous modern writing instrument. It writes 
ae response to Committee requests has instantly, smoothly. Point rests in fresh ink— 
37. Stated its position on individual pro- cafe yd vp aoe sage Soe ve 
posals. While it has expressed dis- Sie to Ape pag ons pens, cgene ooding. 
agreement with some of the measures = pase HP-5 (illbe.) $4.00. ‘Ger von Handi-pens 
which in its judgment would not | from your stationer. Or write for 10-day FREE TRIAL OFFER. 
accomplish the purposes for which Vou det seats netead of — — —(Tear out coupon and mail today)— —- —- — 
they are intended, it recognizes the vi 8 Pp on x 
. > ‘ wise cracks’’ and save Sengbusch Self-Closing Inkstand Co., 
RY importance of making every effort ‘A 1 5BC Sengbusch Bldg., Milwaukee, Wis. 
by to achieve the underlying objective, money, too—with HP-4 1 Gentlemen: Please ship me............ Handi-pen sets 0 HP-5 
ie which, broadly speaking, is the fullest Glue.) on lobby Genn. | Ee eee ee eee a ed 
practicable utilization of the country’s Attached to its | me more information on Handi-pens. 
, as human and material resources. It has anchored base | 
ard been the Board’s view that since the eee § MR 
om- money supply, however measured, is a spill. is eeinteeneoeectiernies - 
» to F larger now than at any previous time, _— 0 $B.00 cach. | Coty nn cccccccsecccccnncccnecccenecccerececensseenaeeen re 
pills J) the difficulty must lie not in the E -  anns | - 
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of public policy than price stability 
alone, and that concerted action by 
many agencies within and outside the 
Government, which have an influence 
on economic activity, is essential for 
the achievement of recovery and an 
adequate national income. 
“‘Notwithstanding the inherent limi- 
tations upon the influence of monetary 
and credit action on economic condi- 
tions, the Board is convinced of the 
importance of such action at certain 
times, and feels strongly the necessity 
of having the mechanism of monetary 
and banking control and supervision 
at all times in condition to function 
effectively in the public interest. In 
its Annual Report for 1938 the Board 
pointed out that our present system 
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of regulation and supervision over 
money and banking, notwithstanding 
many improvements made in recent 
years, is still defective in many 
respects. The 15,000 banks that exist 
today are subject to conflicting and 
overlapping laws and_ jurisdictions, 
which result in discriminations against 
certain groups of banks and in a con- 
fusion of duties and responsibilities 
among different Federal and State 
authorities. Federal supervision of bank- 
ing itself is distributed among several 
governmental agencies without clear 
delimitation of the respective powers 
and responsibilities of these agencies. 

“On the more strictly monetary side 
the powers over the supply of currency 
and bank reserves are divided between 
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| objectives by 





| limits 





| the purposes of 


the United States Treasury and the 
Federal Reserve System. While it 
appears to have been the intent of 
Congress that the Federal Reserve 
System have responsibility for regu- 
lating the supply and cost of money. 
including currency and bank deposits, 
the powers over this supply possessed 
by the Treasury now outweigh those 
of the System. 

“In brief, the effectiveness of our 
banking and monetary mechanism is 
weakened by the fact that there is no 
clear division of responsibility, no 
definite determination of authority 
over money and credit within the 
Federal Government itself, and that 
there is conflict of jurisdiction and 
supervision over the banks through 
which, in the existing system, mone- 
tary and credit powers must operate. 

“In view of these circumstances, the 
Board urges that Congress through 
appropriate committees or a _ joint 
committee take steps to determine the 
which monetary and 
banking authorities shall be guided, 
the validity of different plans and 
views on monetary and credit matters 
proposed or held by agencies within or 
outside the Government, including the 
Board’s own positions, and the charac- 
ter of governmental machinery that 
would be best calculated to carry out 
Congress in this 
important field. Such a broad ap- 
proach would enable Congress to 
consider all the proposals in relation 
to each other, and to other important 
problems of our economic system 
Piecemeal consideration of various 
proposals is a slow, cumbersome, and 
unsatisfactory process. 

‘Recognition by Congress of the 
within which monetary and 
credit action can be effective and 
determination of the mechanism and 
policies that would contribute most 
to its effectiveness will clear the way 
for consideration of broader aspects 
of a constructive program for further 
economic recovery and stability.” 
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WORLD’S FAIR 
BANKS 


(CONTINUED FROM PAGE 20) 
diffused and the entire interior is air 
conditioned. 

Visitors will find that the World’s 
Fair branch of Manufacturers Trust 
constitutes not only a _ convenient 
banking office, but also an interesting 
exhibit dealing with money and bank- 
ing. Outstanding contributions in this 
respect are two large murals which 
depict the evolution of money and the 
significance of money in our modern 
economic structure. 

The mural of the front entrance to 





TH 





THE BURROUGHS CLEARING HOUSE—May, 1939 








we cherles M. Sm 
ve, 1482 Amsterdam Avenue ——— 


appress_2482 
AY ous 
a 10 “yi AccounT 
aia 456 wns 8Q,00 _3804_ 
0! ae SB Aaated [$0-5 JH . Mein o 


1g ¢,| 00 














; 


MODERN 
INSTALLMENT 
ACCOUNTING 





ul 





; 


i 


eas: 

: Be- 
aa) 
| 


A New Low-Cost WINDOW PLAN MACHINE 


The Burroughs Receipting-Posting Machine posts both the 
ledger and the customer’s book at the window in one fast, easy oper- 
ation. Provides complete protection to the bank, customer and 
teller. Saves ledger posting time. Compactness eliminates necessity 
for cage alterations. 

ALL installment loans—automobile, endorsement, collateral, 
etc.—and Christmas Savings may be handled on the same machine. 
It is considerably lower in price than any other machine practical 
for Window Plan Installment Accounting. 

For further details phone the nearest Burroughs office or write 
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“THE WORLD'S 
GREATEST 
HOTEL” 


fronts the waters of Lake Michi- 
gan, on beautiful Michigan Boule- 
vard. It is ideally accessible to 
Chicago's business district; and to 
that profusion of wonders—indus- 
trial, cultural, educational, and en- 
tertainment — for which Chicago is 
justly famous. Service is planned 
with care and discrimination. 


OTTO K. EITEL 
Managing Director 
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| the bank depicts the story of money as 
| represented by gold. It shows gold 

in the mining process, gold going into 

the sorting and smelter plant, gold 
| being weighed and minted and then 
finding its way into banks, after which 
it flows into the various channels of 
production of distributions, such as 
power transmission, utilities, trans- 
portation, aviation, shipping, railroads, 
agriculture, etc. 

The interior mural represents the 
evolution of money as a medium of 
| exchange, beginning with the scalp 
| of the red woodpecker used by Indians 
| of the North American continent, the 
| wampum made of beads or shells used 
| by the Indians in a more advanced 

state, corn as a medium of exchange 
| used at still another stage of monetary 
| development, and finally the use of 
| coins and the development of the 
| modern banking system. 

One room of Manufacturers Trust 

Company’s World’s Fair office is 
| given over to coin displays, and an 
| exhibit of oil paintings of George 
Washington, Thomas Jefferson and 
Alexander Hamilton, executed by Gil- 
bert Stuart. 

The Morris Plan Bank office and 
exhibit, covering 1,500 square feet in 
the Business Systems Building, has 





theme” symbolizing Morris Plan’s 
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Old Man!” 


You're not old, of course. It’s 
just an affectionate term used 
by your good friends—and 
you like to hear them say it. 
We, too, are flattered when people refer 
||| to “the old Parker House”. In point of 
| fact, we’re the most modern hotel in 
Boston, but we like the expression be- 
| 

| 

| 








cause it recalls the glorious history of this 


tions has provided guests with comfort- 








able shelter and good food. The new 












PLAN TO STAY AT 
















DOWNTOWN 
LOS ANGELES 


She BILTMORE oie 


Western America’s largest, 
finest hotel welcomes you 
to the meeting place of men 
of affairs . . . where there 


is always more to do. 





WRITE OR WIRE 





he BILTMORE HOTEL 


RESERVATIONS 


Parker House offers every modern im- 
provement ... bath, shower, circulating 
ice-water and radio in every room, the 
choicest in cuisine, accommodations 
||| and location... but it will always be 
“the old Parker House’’ to its friends. 
We want it so. 





Single rooms from $3.50 






Glenwood J. Sherrard 
] || President & Managing Director 
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been constructed around the “pioneer 


famous hostelry, which for two genera- | 
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pioneering in personal banking. Carry- 
ing out this idea, there is an illuminated 
mural of semi-circular design spanning 
some forty or fifty feet across the 
exhibit. This mural is in the form of a 
silhouette cut out in three planes, 
depicting a covered wagon scene. 
Below this there are panels of symbolic 
murals further portraying the pioneer 
theme. 

Another feature of the exhibit is a 
photo-electric cell question and answer 
device, by means of which people may 
obtain answers to any questions they 
may have, without having to approach 
a representative of the bank or any 
other attendant. There is also a new 
type of news service which projects 
latest happenings on an enlarged tape 
that passes through a panel ten feet 
long and eighteen inches high. 

Customers and guests of the bank 
are offered a complete reservation 
service, with the exception of hotel 
reservations. Tickets will be ordered 
for theaters, sporting events, rail 
transportation, etc. There are such 
other service items as wire facilities, 
telephones and mail desk for the con- 
venience of visitors and patrons. 

Morris Plan banks in other cities 
are participating in this promotion, 
issuing identification cards to their 
customers for cashing checks and 
money orders, or for other services. 
They are also tying in their local 
advertising with the exhibit, offering 
special travel loans, supplying ‘“‘Where 
To and What To See” pamphlets on 
New York City, and arranging window 
and lobby displays. 

Visitors are warmly welcomed at 
all three of the Fair banking offices, 
and everything possible has been done 
toward increasing vacation pleasures 
through the providing of convenient 
banking services, interesting exhibits, 
and attractive surroundings. 
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SAFE DEPOSIT 
PLAN 


(CONTINUED FROM PAGE 17) 


are actually making a very poor show- 
ing in terms of what might be done, 
and until banking succeeds in interest- 
ing the middle and lower class property 
owners, a very sweet and profitable 
$26,400,000 plum is going to remain 
on the tree, unharvested. Experience 
has proved that if a service or product 
is really good, there is no better way 
to sell it than to sample it! Once a 
person has known the comforting 
assurance of safe deposit protection, 
once they realize it costs less than their 
daily paper, they are mighty apt to 
want it permanently. Try them 
and see! 


PRODUCED IN THE BURROUGHS 
PRINT SHOP, U.8. A. 4070-5-39 














